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Will the Export Boom Bust? 


F exports of United States merchandise continue at 
the rate prevailing in the first five months of 1947, 
we shall have sent some $15 billion of goods outside 
our borders by the year’s end. Imports into the United 
States at the rate prevailing in the first five months 
would total about $5.7 billion for the year. The differ- 
ence between our exports and imports or “the favorable 
balance of trade’ would thus be about $9.3 billion. 

Such totals are unprecendented in our peacetime ex- 
perience. The previous peacetime high in exports was 
$8.2 billion in 1920 when our favorable balance was just 
under $3 billion. In 1944, at the height of the war, 
our export of goods (including lend-lease shipments) 
came to $14.2 billion, while imports were not quite $4 
billion. Our apparent “favorable balance” was thus 
more than $12 billion, well above the 1947 balance. 
Since about $11 billion of our exports in that year were 
on lend-lease account, payment for which was sub- 
sequently not required, our apparent “favorable bal- 
ance” was actually turned into an unfavorable balance. 

The striking difference between our situation today 
and that of most of the war years is that foreign nations 
must today find some means of paying for the excess of 
goods bought from us over those sold to us. Goods cur- 
rently being shipped for which no payment is required 

-are negligible in comparison with the total. In 1946, 
the excess of our exports were paid for mainly by the 
extension of credit, the liquidation of foreign dollar 
assets and by the shipment of goods for which no pay- 
ment is required (7. e., unilateral transfers). 

Aside from the financial problems! our huge export 
balance raises the problem of our changed position in 
world trade. Can our export balance be a permanent 
feature of our trade? What is the effect of our huge 
shipments of goods upon our domestic markets? In the 
longer run, the question of the depletion of our natural 
resources may be raised. 

For 1947, available calculations would seem to indi- 


1Por analysis of the financial problems see “‘Dollars Abroad: 1920= 
1947” in The Business Record, June, 1947, especially pp. 161-166. 
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cate no dollar shortage which would seriously limit ex- 
ports. The National City Bank in Table 1 analyzes 
the potential supply of dollars. Gold holdings outside 
the United States and outside the International Mone- 
tary Fund and World Bank were put at $15 billion at 
the end of May, to which should be added some $5 
billion in dollar balances. 

However, it is unlikely that the United States will 
be able to export at the 1947 rate for very long in the 
future without either constantly extending credit or in- 
creasing its imports substantially. Of the two, a sub- 
stantial increase in our imports would, of course, be 
the more beneficial to us. In the interwar period our 
exports did not exceed our imports by so wide a margin. 

In the period 1922-1938 (excepting 1938) imports 
were 73% or more of exports. Even in the years imme- 
diately following World War I (1919-1921) imports av- 
eraged 58% of exports in contrast to about 50% in 1946 
and less than 40% for the first quarter of 1947. 


EUROPE’S NEED FOR GOODS 


This large and growing difference is owing to the 
greater increase in the value of exports relative to the 
increase in the value of imports. Thus, while 1946 im- 
ports were not quite two and a half times 1938 imports, 
exports in the later year were more than three times the 
earlier total. The greater rise in exports (aside from 
price increases, which affect both imports and exports) 
is owing to low production in the war-devastated coun- 
tries in Europe and the Far East and to the need of those 
countries to rebuild their economy and to feed their 
citizens, Manufactured foodstuffs played a much more 
important part in the structure of our export trade in 
1946 than in 1938. This category accounted for 16.0% 
in 1946 as against only 6.0% in 1938. The percentage 
of crude foodstuffs exported in 1946 declined slightly to 
7% from 8% in 1938. Nevertheless, our food exports, 
both crude and manufactured, were more than 24% as 
compared with only 14% in 1938. (See Table 2.) 


DA poe se taht ay tA ane er 
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Finished manufactures were also more important in 
our export trade in 1946 than in 1938. Not quite half 
our 1938 trade was composed of finished manufactures, 
while approximately 53% was in that category in 1946. 
The relative increase in the proportion of finished manu- 
factures does not necessarily mean that foreign nations 
are importing relatively larger quantities of capital 
goods with which to increase their exports. To be sure, 
our exports of industrial machinery, electrical machinery 
and merchant vessels have substantially increased over 
1938. Included in the finished manufactures total, how- 
ever, are such items as tobacco manufactures, cotton 
manufactures, wool manufactures, automobiles, trucks 
and buses—articles which will not necessarily add to 
the exporting power of the importing nations. 

All categories of imports have also increased in dollar 
value. The greatest relative increases have occurred in 
crude materials and crude foodstuffs. As a result, crude 
materials, which constituted not quite 30% of imports 
in 1938 made up approximately 36% in 1946. The im- 
portation of crude foodstuffs also increased—from 13% 
in 1938 to 17% in 1946. The proportion of semimanu- 
factures remained about the same, while imports of 
manufactures dropped as a percentage of the total. 


THE PATTERN CHANGES 


Thus it would appear that in 1946 we were somewhat 
in the position of a “factory,” importing raw materials, 
processing them and exporting them. A further analysis 
reveals, however, that our leading exports consisted 
mainly of metal products of one sort or another and 
cotton manufactures. The five leading United States 
exports of finished manufactures and imports of crude 
materials in 1946 are shown in Table 3. 

Our leading imports were entirely composed of soft 
goods, which, for the most part, were not component 
parts of our manufactured exports. Crude rubber, which 
is largely used for the manufacture of tires, is the one 
product that clearly is a component part of our exports, 
but tires are only a minor part of the cost of an 


not be grown locally or which exist only in certain areas 
of the globe, but which we import mainly for domestic 
consumption. 

The effect of our exports upon our domestic price 
level is beclouded with so many other factors that it is 
almost impossible to measure it. Many commodities 
are being exported in greater relative and absolute quan- 
tities than in the period 1936-1938. But as our pro- 
duction has also increased considerably since then, the 
proportions exported in many cases have risen only 
moderately or not at all. 

Cotton is an example of a commodity the export of 
which in relation to production, has imcreased only 
moderately. Our cotton exports in the period 1936-1938 
were 36% of our domestic production—a sizable pro- 
portion. In 1946, we were exporting 46% of our produc- 
tion. The quantity of exports declined between those 
two periods, but since production declined even more, 
the proportion exported rose. Other products showing 
only moderate increases in the proportions exported 
were oats and trucks. The export market for oats is 
minor, while a sizable part of our production of trucks 
is destined for export. While production of both trucks 
and oats increased, exports increased even more, so that 
the proportion exported rose. 

The proportion exported of some other commodities 
fell in 1946 as compared with 1936-1938. Motor fuel, 
passenger cars, corn and barley, for example, do not 
depend very heavily upon their foreign markets. The 
highest proportion of exports to production in 1936- 


Table 1: Poténtial Supply of Additional Dollars 
Under Existing Programs 


Source: National City Bank 
Millions of Dollars 


United States Government Lending 


Export-Import Bank loans.......... 1,770 1,730 
exported car wae bus. : 7 Lend-lease “‘pipe line” credits....... 1,250 a 
The same situation exists with respect to our exports Surplus property credits............ 900 250 
of manufactured foodstuffs and imports of crude food- Ship sales credits, ................. 110 109 
Loan to United Kingdom..,........ 2,050 1,700 
stuffs. By and large, our exports of foodstuffs are not Monetary stabilization credits....... 96] 278 
simply our processed imports of foodstuffs. (See International Institutional Lending 
Table 4.) ee per 5 RS ic aa 100 3,166 
Our 4rapotts dstufts Gre. compose : ternational Fund................ 58 3,442 
fle ports of foodstuffs are composed mainly of United States Gov. Relief and Special Aid 
ropical or semitropical products, while our exports are UNE RAL tee 2,700 
composed mainly of foodstuffs grown im the United Post-U.N.R.R.A. relief............. ce 
States. The only exception is vegetables, which we Reid (Laer aor ADS! is te Peele 1,000 oy. 
import in fresh and dried form and export canned and Philippine aid program............. 1709] 525 
prepared. International Refugee Organization.. 74 


_ It appears, then, that our export trade is separate and 

distinct from our import trade. We are not in the posi- 
tion where we have to import in order to,export. Our 
leading exports consist mainly of fabricated or processed 
items, the raw material for which is mined or raised 
within our own borders. Our imports of raw materials 
and crude foodstuffs consist mainly of items which can- 


Grand! total 2 hie ae are ae 10,117 | 12,660 
aShipments held up, lene not likely to be utilized. 
bAs of March 381, 1947. 


eThe United States capital subscription of $3,175 million, plus dollars paid in 
by other countries through March $1, 1947. The authorized lending power of the 
bank is $8 billion. 
dThe United States quota contribution of $2,750 million plus gold paid in by 
other countries, partly estimated. 
cEstimated approximate cost. 
- hms ret expenditures in the President’s budget for the fiscal year ending 
une 30 
g%100 million made available in surplus materials. 
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1938 period was 6.7% for motor fuel. The production 
of both corn and barley increased while exports declined. 
Motor-fuel production also increased, and exports did 
_ not keep the pace. Passenger-car production fell, but 
exports dropped further, with a resultant decline in the 
proportion exported. 

Still other commodities showed a greater proportion 


Table 2: Exports and Imports of the United States, 
by Economic Classes 


Source: Bureau of the Census 
Millions of Dollars 


Percentage of Total 


Exports | Imports 


Category 


Manufactured foodstuffs. .... 
Semimanufactures.......... 
Finished manufactures...... 


Semimanufactures.......... 
Finished manufactures 


1Exports of domestic merchandise only; imports for consumption only. 


exported in 1946 than in 1936-1938. Exports of con- 
densed and evaporated milk were nearly 26% of pro- 
duction in 1946 as against only 1.3% im 1936-1938. 
For wheat, meat, anthracite and bituminous coal, and 
boots and shoes, exports as a percentage of production 
were considerably greater in 1946 than in 1936-1938. 
In all these cases, production was substantially higher 
in the later period, but, since exports had increased even 
more, the proportion exported was higher in 1946. 

Huge exports, particularly of the latter group of com- 
modities, have thus played a part in raising prices in 
this country. But the growth of our population and the 
increase in money income have also exerted an upward 
pressure on prices, probably a stronger pressure than 
that exerted by foreign demand. 

Of the twenty-five largest customers for our goods in 
1946, only seven had a favorable balance of trade with 
us. A similar list for 1938 shows that only seven coun- 
tries then, too, had a favorable balance of trade with us. 
Four of these countries—Brazil, Cuba, India, and 
Colombia—were identical in both 1938 and 1946 
(twenty-one of the twenty-five countries are common to 
both lists although not necessarily in the same order in 
both years). Thus the structure of our trade has 
changed relatively little as regards our leading cus- 
tomers, and, except for Japan, we are selling them as 
much or more than we did in 1938. 


Our imports from these countries, however, have re- _ 


mained fairly steady. Where increases have taken place, 


Table 3: Five Leading Commodity Groups Ex- 
ported in 1946, and Imports of Crude Materials 
Source: Bureau of the Census 
Millions of Dollars; Monthly Averages 


EXPORTS IMPORTS 


Industrial machinery....... 70.5 | Wool manufactures......... 24.1 
Cotton manufactures.......29.6 | Crude rubber............-. 19.3 
Electric mach’y, apparatus. 25.3 | Undressed furs............. 19.3 
Motor trucks, buses........ 199 cl Raw sully. 7557. assists sreeen 10.6 
Steel mill manufactures. ... . 17.7 | Crude petroleum........... 8.5 
Table 4: Manufactured Foodstuffs Exported in 


1946 and Imports of Crude Foodstuffs 
Source: Bureau of the Census 
Millions of Dollars; Monthly Averages 


EXPORTS IMPORTS 
Meat products...-......... 28.4 | Coffee, raw or green........ 39.2 


Dairy products........5..... 24.6 | Cocoa, cocao beans......... 4.7 
Wheat-flour oe. Sais TRC | Bananas). v2.07. aes acid tee $.5 
Dried! eps Six tree tea seein 10:3:), Teas ic. 2s aet/aey.e aes Oeeies 2.8 
Canned, prepared vegetables 7.3 | Fresh, dried vegetables...... 2.4 


they generally have been moderate or confined to certain 
countries. Substantial increases in imports have been 
recorded from countries which were relatively un- 
touched by the physical destruction arising from the 
war. Most important of the latter group are certain 
Latin American republics, the Union of South Africa, 
India, Canada and Australia. Nevertheless, the over- 
whelming majority of the countries suffered deficits in 
their balance of trade with us. 

In the first quarter of 1947, the United States balance 
of trade was more favorable than in the comparable 1946 
period. Only two countries—Columbia and Japan—ex- 
ported more to us than we imported, as against eight 
countries in a similar position in the first three months 
of 1946. This has been brought about largely through 
increased purchases from us rather than through a de- 
cline in our purchases from them. 

The large adverse balance of trade most countries 
have in their trade with the United States has depleted 
their dollar balances. The depletion of dollar balances, 
however, has not been so sharp as the adverse balance 
of trade. Twelve of the countries actually increased 
their dollar balances despite the fact that only seven had 
a favorable balance of trade. Mexico, for example, had 
an adverse balance of trade of $272 million in 1946. Its 
dollar balances, nevertheless, increased $36 million in 
that year. 

The explanation of the contrary movement of the 
balance of trade and dollar balances is to be found in the 
movement of other items in the balance of payments. 
Loans have been made by us, gold has been shipped here - 
in payment for goods, and other types of dollar assets 
have been disposed of in order to pay for imports. In 
some cases—notably China, Yugoslavia and Greece— 
UNRRA shipments have made up the bulk of exports. 
It thus appears that the mroads upon foreign dollar 
balances are less than the unfavorable balance of trade 
would indicate. 

FraNnK Gaston 
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Business Highlights 


USINESS at midyear appeared to be stabilizing— 

at a new postwar plateau without any serious dis- 

ruptions. Problems of inventory, exports and a soften- 

ing of consumer demand, however, still remain 
unresolved. 

The high level of industrial activity maintained by 
the nondurable goods group throughout most of last 
year and the pickup in the hard goods lines in the final 
half of last year reflected, in large part, production for 
inventory accumulation. Manufacturers, wholesalers 
and retailers expanded inventories by about $10 billion 
dollars, only part of which was attributable to higher 
prices. The accumulation accelerated with improved 
material flow and fewer work stoppages in the first quar- 
ter. But stocking up slackened in the quarter just ended. 

Manufacturers’ inventories increased about $300 
million in book value during May, according to pre- 
liminary reports compiled by the Department of Com- 
merce. This dollar increase at the manufacturing 
level is somewhat smaller than in recent months. The 
month-to-month increase in April was $450 million. 

Two thirds of the inventory rise is concentrated in 
the durable goods industries. All durable goods indus- 
tries showed a rising trend in inventory holdings. The 
average increase in the durable goods group was 2% to 
3%, but the metal-fabricating industries during May 
tended to expand the value of stocks to a greater degree 
than did the basic material-producing industries. This 
rise in durable goods stocks can be partly explained by 
the fact that prices of heavy goods did not show any 
substantial gains until late in 1946 and early in 1947. 
Such increases are reflected in inventory valuations only 
after a time lag which varies according to the stock turn- 
rate and the accounting procedures of the reporting 
companies. 

Stocks of food manufacturers continued to decline, 
but were offset by slight increases in other nondurable 
goods industries. As of the end of May all manufac- 
turers held inventories valued at $22.4 billion, with 
durable goods accounting for $11.6 billion and nondur- 
able goods accounting for $10.8 billion. 

The slackening in inventory accumulation described 
above may be partly seasonal. But manufacturers are 
striving diligently to hold down inventories. Short- 
term buying policies of retailers are also 4 restraining 
influence. 


EXPORTS PROP UP BUSINESS 


Manufacturers who built up large stocks of finished 
goods in anticipation of a prolonged domestic demand 
for nondurable goods regardless of quality or price 
were confronted suddenly with a sharp contraction in 


domestic orders from retailers encountering buyer 
resistance. Fortunately for both manufacturers and 
their employees, there was a strong demand for non- 
durable goods abroad. 

The same outlet is being utilized by the machine-tool 
industry. Machine-tool manufacturers have been whit- 
tling away steadily on backlogs, since new orders are 
not keeping pace with shipments. The backlog of un- 
filled orders for machine tools approximated $162 mil- 
lion at the end of last year. (See Table 1.) By the close 
of last April, the backlog had contracted to $121 mil- ; 
lion. Production of about $25 million a month exceeded — 
sales by $8 million, and sales would have been even 
smaller except for exports, which accounted for about 
30% of business. Significantly, the cancellation rate of 
foreign orders is only about 10% of total reported 
cancellations. 

Total commercial exports shipped abroad have ex- 
ceeded $1 billion for five consecutive months. This 
compares with monthly shipments in 1938 of $258 
million. In 1929, shipments averaged $437 million. 
Even in 1920, the post-World War I peak, shipments 
did not exceed an average of $686 million monthly. 
(See Table 1.) 

In the first four months of this year, private exports 
accounted for 94% of the total compared with last year 
when they were 72%. 

Too much of the foreign trade traffic has been going 
one way ever since the war ended. The ratio of total 
exports to total imports in the five months ended 
May, 1947, was 2.7 to 1. In 1937, the ratio was 1.1 to 1. 


Table 1: Machine-tool Shipments and Unfilled 
Orders 
Source: National Machine Tool Builders’ Association 
Millions of Dollars 


As Reported Estimated Total 
Month Industry 
Shipments | Unfilled Orders | Shipments 
1946 January...........| 28.1 178.1 30.3 
25.1 174.1 26.9 
25.4 175.4 27.3 
26.1 180.6 28.1 
24.7 182.9 26.6 
26.3 183.5 28.6 
20.6 185.1 22.4 
24.5 182.4 26.9 
23.2 179.8 25.5 
26.5 176.0 29.1 
23.8 170.1 26.2 
25.1 162.1 27.6 
24.2 154.8 26.5 
February.......... 24.4 146.T 26.8 
Marchi sass. e 26.4 137.2 29.0 
oril’ ..teewcees os 24.4 128.8 26.9 
May 23.2 121.2 25.8 
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Table 2: Exports and Imports 
Source: Department of Commerce 
Millions of Dollars; Yearly Figures in Monthly Averages 


Exports} Exports of Domestic Merchandise Imports 
of Do- Ratio 
mestic of 
Period a and fe on A, nes rates 
rel, - - - - 
Ate. Total aerial RRA Teast eiral aotaipe Saat 
chandise tion 
1919 660 646 325 319 2.0 
1920 686 673 440 425 1.6 
1921 874 365 209 213 1.8 
1925 409 402 352 348 1.2 
1929 437 430 367 362 1.2 
1932 134 131 110 110 Lat? 
1937....| 279 Q75 pay Sens a Q57 Q51 5 
1939....) 265 260 at naa oor 193 190 1.4 
1946....| 812 792a| 645 79 54 411 402 2.0 
19471. . .| 1,269 | 1,204 | 1,138 61 4 480 470 2.6 
1946 
Jan...| 799 779 531 123 125 394 400 2.0 
Feb...| 670 649 468 86 96 318 307 2.1 
Mar...| 815 787 576 96 115 384 374 2.1 
April..} 757 739 570 86 78 407 395 1.9 
May..| 851 815 632 109 65 397 389 2.1 
June. .| 878 858 669 113 57 386 371 2.3 
July...| 825 807 629 116 38 433 421 1.9 
Aug...| 882 859 729 13 34 425 414 Desk: 
Sept...] 643 627 552 42 12 375 376 1.7 
Oct...| 539 53la|} 508 11 ff 400 403 1.3 
Nov...| 987 966a| 891 43 9 479 470 21 
Dec. ..} 1,098 | 1,084a] 1,012 56 6 537 498 2.0 
Total. .| 9,744 | 9,501 | 7,767 954 642 | 4,935 | 4,818 
1947 
Jan. ..}| 1,116 | 1,096 | 1,037 51 8 533 537 2.1 
Feb. ..} 1,153 | 1,134 | 1,064 67 3 435 423 2.7 
Mar.. .| 1,327 | 1,304 | 1,234 69 2 444 434 3.0 
April 1,299 | 1,280 | 1,215 63 2 512 484 ats) 
May. .' 1,452 Ac : 56 4 474 miei 


1Based on available 1947 data. 
alncludes government exports. 


During that year total exports were about $3.3 billion 
and imports were $3 billion. (See Table 2.) 

Total merchandise exported from the United States 
in the first five months ended in May was at an annual 
rate of $15 billion; in May alone it was at an annual 
rate of $17 billion. Exports exceeded imports by $4 
billion in the five-month period. 


BARRING NONESSENTIALS 


Foreign nations are beginning to look askance at their 
unfavorable trade balances, and some of them—TIndia, 


_ Columbia, Brazil, Chile, Peru, Sweden, and Ecuador— 


have set up regulations limiting purchases of capital 
goods, food and other essentials. 

India abrogated all import licenses as of June 30 
except on certain capital goods and is now issuing new 
licenses limited primarily to essentials. 

Brazil has initiated import controls on leather goods, 
jewelry, womens’ novelties and other nonessentials. 
It was virtually impossible there as well as here to ob- 
tain goods in desired quantities. Hence the Brazilians 
ordered goods far in excess of requirements hoping to 
obtain at least part of the order. In recent months, 
however, the situation has changed. Virtually all 
American manufacturers are shipping just about every- 
thing ordered. As a result, the Brazilians were con- 


fronted with large shipments of goods far in excess of 
requirements and had heavy drafts to meet. 

Ecuador has also been flooded with goods from 
abroad, according to a report from the American em- 
bassy in Quito. Warehouse facilities in Guayaquil are 
overtaxed and banks refuse to extend further credit to 
importers. Customs warehouses are filled and all types 
of cargo, including newsprint, flour and other foodstuffs, 
are piled up at the mercy of the elements. This heavy 
influx of goods resulted from the relaxation of import 
controls last January at a time when imported goods 
brought premium prices. 

According to one exporter, enough pocket combs have 
been shipped to the Philippines to take care of require- 
ments for the next twenty-five years. 

All of this suggests that the effective export market 
for soft goods, exclusive of food and nonessentials, is 
tightening. It also suggests a transition from a sellers’ 
to a buyers’ market in exports. 

Large backlogs still exist in nearly all categories of 
productive and transport machinery needed for rehabil- 
itation and development projects sbroad. Only a bare 
start has been made in filling such gaps, and the lack 
of such tools and industrial equipment has vitally re- 
tarded progress in many areas. These capital goods 
requirements will not be filled for some time to come. 
But a decline of over-all domestic exports from the 
peak attained in May does not seem unlikely. 


FOREIGN FUNDS AMPLE 


The decision by importing nations to restrict pur- 
chases of nonessentials is not an indication that they 
are running out of funds. On the contrary, gold holdings 
outside this country and exclusive of the International 
Monetary Fund and the International Bank are esti- 
mated at $15 billion as compared with $10 billion 
1940. To this may be added more than $5 billion in 
dollar holdings, so that the total ranges between $20 
billion and $21 billion. In addition, two of the largest 


Table 3: Index! of Industrial Production in Europe 
The Conference Board, from Data of 
the United Nations; 1939=100 


Source: 


1946 
Classification 1947 
January 
January Average 
Industrial production?............. 90 73 85 
Coase eRe a Rb Fe Pi eS 88 67 76 
Petralenm®. 7 ep meres asin a. er 196 Q17 210 
Hleetrictiy?-.4 came ask oe ne 158 138 136 
Shocltnc ak by tebe ericG. ce a 81 60 73 
Gassproduchion! 5. .cheu: seb ee & 129 118 118 


1Approximate unweighted index. ' xs 
‘Includes Belgium, Bulgaria, Denmark, Finland, France, Germany (British and 
American zones), Ireland, the Netherlands, Norway, Poland and Sweden; 1939 =100 
except France (1938=100), Germany (1936=100), and Poland (1937=100). 

3Includes Belgium, Czechoslovakia, France, Germany, Hungary, Netherlands, 
Norway, Poland, Portugal, United Kingdom (excluding Northern Ireland), 

‘Includes Germany, Hungary, Roumania. ; : 

5Includes Austria, Belgium, Bulgaria, Czechoslovakia, Denmark, Finland, France, 
Italy, Ireland, Luxembourg, Netherlands, Norway, Poland, Portugal, Sweden, 
Switzerland, and the United Kingdom. ; 

Includes Belgium, Czechoslovakia, France, Germany (American zone), Hungary, 
Luxembourg, Poland, Spain. Sweden and the United Kingdom. 

7Includes Belgium, France, Netherlands and United Kingdom (excluding 
Northern Ireland). 
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potential sources for dollars, the International Monetary 
Fund and the International Bank, have hardly begun 
to function.! 

The heavy goods industries in Europe are beginning 
to recover, says the statistical bulletin of the United 
Nations. The unweighted average of industrial produc- 
tion in eleven European countries indicates that the 
operating level of industry is only about 10% below 
what it was before the war. In the twelve months 
ended in January, 1947, output had risen 23%. Coal 
production, which at the beginning of the period was 
about 30% below prewar rates, rose about 30% in the 
year. Steel production, still about 20% below prewar 
rates, increased 30%. (See Table 3.) 

Gasoline consumption in Europe is another indicator 
of rising industrial activity. In the first quarter of 1947 
it was up 32.6% over a year earlier. In Sweden, Norway, 
Holland and Belgium, it was higher than in the first 
quarter of 1939. 

This increase is particularly significant since reviving 
economies handicapped by a paucity of rolling stock are 
forced to lean heavily upon highway transport. 


NOT KEEPING PACE 


The revival of the German economy is not keeping 
pace with other parts of the Continent. Industrial pro- 
duction in the American zone had returned to 35% of 
prewar levels in March. In the British zone, industrial 
activity at the end of February was only 26% of the 
prewar level. 

Economic recovery of Western Germany is hampered 
by a coal shortage and lack of railroad transportation. 
Daily coal output in the Ruhr in May dropped to 
216,000 metric tons from 233,000 tons in March. As a 
result, allocations for industry are expected to be cut 
up to 30% in order to build stock piles for the coming 
winter. The railway rolling stock repair program is also 
lagging. About 1214% fewer freight cars were in service 
during May than a year earlier. 

Will the domestic market be strong enough to absorb 


See “Dollars Abroad, 1920-1947” in The Business Record for 
June, 1947. 


Correspondence 


Zurich, June 23, 1947 
O THE visitor from other parts of Europe, Switzer- 
land looks like a miracle of prosperity and luxury. 
Even the American is impressed. The shop windows 
have a greater choice and variety than those on Madison 
and Fifth Avenue. In the tobacco stores, for instance, 
our cigarettes are sold for twice the price we are paying 
at home but there are all sorts of South American, 
Turkish, British, Dutch and other products. 
The economic system is a mixed one. It could be 


the available supply of nondurable goods? If not, will 


4 
; 
j 
- 
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production be checked in coming months? Demand — 


continues strong for automobiles, established brands of 
consumers’ durable goods, railway equipment, men’s 
clothing, as well as other items, but it is difficult to see 
how these factors can sustain industrial activity at cur- 
rent high levels. The Federal Reserve index of indus- 
trial production in May was 186% of the 1935-1939 
average. This was the same as in April, but four index 
points below the March rate. 


CONSTRUCTION OUTLOOK BRIGHTENED 


One bright spot on the business horizon is the im- 


proved outlook for construction accompanying passage 
of the housing and rent law on June 30. The rent control 
features of this law are being freely discussed but the 
significance of the relaxation of building controls has 
been mainly overlooked. Under the new law, all restric- 
tions as to size of structure and materials used have been 
abolished except for buildings and facilities to be used 
for recreation and amusement. No longer is residential 
building restricted to a $50 million maximum weekly; 
nor is it necessary to have an authorization to launch 
a building project. Under the new law, there are no 
rent ceilings on new dwellings or those erected and not 
occupied before February 1, 1947. 

The absence of rent ceilings on new dwellings is ex- 
pected to revive builders’ interest in multiple dwellings. 
As to nonresidential building, American industry, ex- 
cluding agriculture, is expected to spend about $3.8 
billion during the next three months for the construc- 
tion of new plants and purchase of equipment. These 
proposed expenditures are approximately the same as 
in the last quarter of 1946 and about 85% above 
amounts expended in the comparable period before the 
war. 

A revival in construction of home and nonresidential 
building broadens the market potentials in ancillary 
lines. 

Witu1am B. Harper 
Division of Business Economics 


from Switzerland 


called an interventionist market economy, There is 
no black market at all. The Swiss are allowed to import 
all the goods which would be declared unnecessary by 
the governments of Great Britain and Sweden. 
Instead of being expensive, Switzerland could be one 
of the cheapest countries if she established herself as a 
free port. The main cause of her protectionism is fear. 
In the latest war, completely surrounded by Germany, 
Switzerland would have been starved in a few weeks 
if she had refused to do business with the Germans and 
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if the Allies had not allowed her to do so. Protectionism 
here is a defense measure—and this is but a small in- 
stance which reveals the general truth that all Europe 
would be well on her way to prosperity if our victory 
had secured anything like freedom from fear. 


PROTECTIONIST POLICY 


The hard core of Swiss protectionism is agricultural. 
To the superficial visitor Switzerland is nothing but 
landscape, because the Swiss were wise enough to 
achieve industrialization with urbanization. Landscape, 
however, is not identical with farming. It is significant 
that Basle, though situated in the flat part of the 
country, has its airport on French soil. There is only 
one airport, near Geneva, with runways long enough 
for Constellations. Another one is in construction near 
Zurich. But plains where you can have long runways 
are rare. 

Agriculture is done on slopes, often on very steep ones. 
‘This production is hard and thankless and would be 
abandoned if it were not supported by government 
measures. Even so, not more than 20% of the popula- 
tion is engaged in farming. This means that four 
fifths of the nation pay exaggerated prices for their 
food in order to sustain one fifth of the population. 
Landflucht, that is shifting of workers and even in- 
dependent peasants to industry, is, in some parts of 
the country, just now assuming proportions which the 
Swiss find alarming. The wages of farmhands are sub- 
sidized, but are less high than those paid by the watch 
industry where work is less arduous. This industry has 
been rationalized lately so that untrained workers can 
be used without schooling. 

It is generally accepted that agricultural protection- 
ism is indispensable. It is, however, fairly certain that 
the same effect could be produced by less rigid and un- 
wieldy methods than those of high tariffs. Direct sub- 
sidies play only a subsidiary part, and it would be wiser 
to do it the other way round—if intervention cannot be 
dispensed with. The tariffs could be lowered and 
partly replaced by an elastic and quickly adaptable 
system of direct financial assistance. This would be 
cheaper and would also be more honest since it would 
be open to everyone’s observation. Most of the butter 
the Swiss are eating just now is Argentinian, while the 
native product is kept in cold storage for the winter. 
This fact is almost treated as a secret. Most people are 
not aware of it. If the tariff were lower, the Swiss could 
have their butter cheaper in summer than in winter. 
Now the price is the same in all seasons. It would not 
do any damage to the Swiss farmer if the population 
paid a little less for imported butter at a time when it 
does not compete with Swiss butter in the market. 

Agricultural protectionism necessitates some indus- 
trial protectionism, since wages adapted to artificially 

_ increased prices of foodstuffs impair the ability of indus- 
try to compete with foreign products. Switzerland does 
not have a system of general import licensing. The im- 


portation of most things is free, and permits are only 
demanded for a few items. There are, however, many 
export prohibitions, and the customs officers are more 
inquisitive when you depart than when you arrive. 
They look especially for textiles. 

In Switzerland, the railways, the telephone and many 
public utilities are run by the Federal Government or 
the cantons. The latter are even owners of the cantonal 
banks. The Swiss have been able to prevent this kind 
of state activity from assuming dimensions which would 
threaten political freedom and prosperity. It seems 
that nationalization in a very small country is less 
dangerous than in a large one because bureaucracy is 
permanently exposed to public scrutiny. In a small 
community it is not as depersonalized as it would be 
in a great centralistic state. The telephone and railway 
services are excellent in Switzerland. They are highly 
modern and keep abreast with new improvements. 
Fares are too expensive but so is railroading in a moun- 
tainous country. The cost of electrification was enor- 
mous, but it made Swiss traffic independent of foreign 
coal supplies. 

Two considerations are militating against a return 
to freer trade. I have mentioned the military one. The 
other is that once you are entangled in bilateral agree- 
ments, you become their prisoner. The Swiss have 
granted large credits to other nations in order to enable 
them to buy Swiss products. These credits can only be 
repaid in kind, and a good deal of them would never be 
repaid if the Swiss did not accept the return quotas. 
In a fool’s house of bilateralism, none of the inmates 
can secure the advantages of multilateralism. 


LEAVE CURRENCY ALONE 


A few months ago, there was a heated discussion on 
whether Switzerland, like Sweden, ought to venture 
upon a currency experiment. Influential people pleaded 
for devaluation, others for revaluation. The main argu- 
ment of the “‘devaluators” ran as follows: “Swiss exports 
rose enormously after the war. Almost anything 
could be sold anywhere. The wage index became 10% 
higher than that of the standard of living. There 
was the danger of a slump. The extraordinary demand 
abroad as a result of the war began to ebb. Switzerland 
could not lend money indefinitely to keep that demand 
alive. The competition of other industrial countries, 
especially Belgium, Great Britain and the Nether- 
lands, made itself felt. A devaluation of the Swiss franc 
would help.” It was chiefly the abolition of our price 
control which took the wind out of the sail of the 
“devaluators.” 

The main argument of the “revaluators” was that 
the best way of avoiding a slump is a voluntary limita- 
tion of the boom. Revaluation was also meant to stop 
inflation. As a matter of fact, the general rise of prices 
was slower and smaller than they had forecast. A mod- 
est revaluation, as Sweden has shown, would not have 
influenced the development of prices in a marked de- 
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gree, and a substantial revaluation was out of the ques- 
tion. At present, everybody seems to be happy that 
there was no experimenting with the currency. 

The present value of Swiss deposits in the United 
States is no less than 5.2 billion Swiss francs. This 
diminishes the peril that might arise if Switzerland’s 
foreign depositors were suddenly to withdraw large 
sums. I am told by bankers that French deposits alone 
amount to 8 billion to 4 billion Swiss francs. (Another 
indication of how speedy could be France’s recovery.) 
Reinsured by those deposits in America, the National 
Bank can venture to sell gold to anyone, and this has 
a deflationary effect. 

At the beginning of this year, Swiss credits granted 
to foreign countries amounted to 900 million francs. 
About half of it has been consumed. The Swiss are cer- 
tainly still able to lend several hundred millions per 
year. 

Unlike Sweden, Switzerland has not tied herself to 
the East. In April, 10.4% of her export went to the 
United States, 10% to France, 8.7% to Belgium- 
Luxembourg, 7.7% to Sweden, 6.8% to Italy, and 4.9% 
to Czechoslovakia. This seems to be a sound distribu- 
tion. One quarter of the importation was American. 
Trade with the U.S.S.R. is still on a very small scale. 
There is, of course, the suspicion that Russia is buying 
through her satellites, but against this stands the fact 
that the Czechs have not consumed all their Swiss 
credits and the Poles are buying very modestly. In fact, 
the Swiss are astonished that they have not been ex- 
posed to stronger Soviet pressure, since they are cer- 
tainly making some of the best precision instruments. 
One explanation is that the Russians, familiar with 
Swiss stubbornness, do not want to spoil friendly rela- 
tions because their chief interest in Switzerland is to 
use her unimpeded as a perfect tower of observation 
and. information. 

Interventionism is two pronged. Cartelization has 
gone very far in Switzerland, especially in the cement 
industry; and also in the chemical industry, which, 
owing to the destruction of Germany, is enjoying an 
international monopoly in many fields. The main lever 
of government intervention is the quota system. How- 
ever, in spite of these influences, Swiss economy has 
not lost its elasticity. Obviously, the Swiss do not lack 
wisdom and moderation. Extremism is not practiced 
in a country whose democracy is, as it should be, a 
permanent compromise. 

The Swiss are hard workers. Schools in summer start 
at 7. Parliament assembles at 7.30. Offices and shops 
are open at 8 and the general manager sits at his desk 
re 7.45 to set a good example. Saturday is a working 

ay. 


* * * 
Zurich, June 28, 1947 


I want to inform you on the referendum which will 
be held here on July 6. Whatever its result, it will most 


certainly be misinterpreted by American reporters. 

The nation (that is, half of it, because women have 
no votes here) will decide whether economic articles 
shall be inserted into the Swiss Constitution, bestowing 
upon the confederacy the right of economic interven- 
tion. Here is, in short, the background. The constitu- 
tion guarantees freedom of commerce and enterprise. 
Until 1914, this was observed faithfully. Then inter- 
vention began and it grew rapidly in the Second World 
War, transforming Swiss economy into a mixture of 
freedom and planning. This was an open violation of 
the constitution. The interventionist regulations were 
not decreed by the government. ‘There have always 
been laws, made by parliament. But, basing themselves 
on a wartime authorization, both executive and legis- 
lature resorted to the device of declaring all these laws 
“urgent”—thus avoiding national referendums. 

The entire interventionist program, therefore, stands 
on quicksand. Every citizen could go to the courts and 
move annulment. So could, with even better justifica- 
tion, every canton—because the constitution says that 
the cantons are competent for everything not handed 
over expressly by the constitution to the confederacy. 


CONSTITUTIONAL CRISIS 


The advocates of the new economic articles are say- 
ing that a “‘yes’’ vote is imperative because it is neces- 
sary to legalize the interventionist laws that have been 
passed in order to avoid uncertainties or even economic 
anarchy. This is a strong argument, and you find even 
the most liberal papers in favor of the new articles. 

However, the fallacy is obvious. If it were true that 
all that is wanted is a legalization of laws already 
passed, why not ask openly for just that? Why make 
constitutional changes which would allow the confed- 
eracy to go ahead with further interventions? This is 
rendered even more ominous because it is linked with a 
referendum on introducing social security, chiefly old- 
age pension—something new in Switzerland. The prop- 
aganda for this is based on an appeal to “fraternal 
solidarity.”” Switzerland has prospered without this 
kind of security, which would remain highly insecure 
anyway because the franc will hardly be in ten years 
what it is now and the old people’s interests are always 
overridden by those of the younger generation who are 
more interested in the immediate effect of wage rises 
than in the inflation which it causes. 

An affirmative vote would, therefore, have to be con- 
sidered another symptom of collectivistic tendencies. 

I may add that those who are familiar with Swiss 
ways are predicting, in private, a rejection of both the 
new articles and social security. A very successful news- 
paper publisher (whose paper is for a “yes” vote) said 
to me: “It is an old experience that everything is re- 
jected by the nation if it is advocated by the whole 
press” —an interesting contribution to mass psychology — 
in Europe’s model democracy. 


Franz Rosert Incrm 
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Wool and Politics 


HE domestic and world supply and price of wool 

are today probably more dependent upon legislative 
enactments and administrative policies of the United 
States, the United Kingdom and her three wool-produc- 
ing Dominions than on the play of market forces. More 
than half the world’s wool is produced in these areas, 
and about half of the world’s stock is owned or directly 
controlled by their governments. 


BRITISH WOOL PLAN 


When war began, the United Kingdom contracted 
to buy the exportable surpluses from the Australian and 
New Zealand clips for the war period and one year 
thereafter. In August, 1940, the Union of South Africa 
was brought into the agreement. The object was to 
have on hand sufficient quantities of wool at reasonable 
prices for use by the United Kingdom and its allies for 
military and civilian purposes, and to provide a stable 
market for the Dominions. Over a period of years these 
purchases resulted in the accrual of a very large stock 
pile of wool. 


Chart 1: United States Commercial Stocks of 
Raw Wool 


Source: Bureau of the Census 
Scoured Basis, Millions of Pounds 
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By June, 1945, the United Kingdom had accumulated 

a stock of about 3,250 million pounds of wool, actual 

weight, which amounts to more than two years’ produc- 

tion in the Dominions. In order to facilitate the market- 

ing of so huge a stock as well as the current clips, the 
‘United Kingdom—Dominion Wool Disposals, Limited, 
was established in August, 1945. This “Joint Organiza- 
tion” purchases and sells wool as an agent of the four 
vernments. It decides at various intervals how much 
f its stock of wool can be offered without upsetting the 
tability of the market. To keep a floor under prices, it 


buys into the new clip whenever prices drop to a certain 
level. It also offers its stock at auction. Less than a 
year ago experts estimated that liquidation of the stock 
would be achieved by 1958. However, the exceedingly 
good showing of sales by the Joint Organization in the 
past year makes it likely that the stock will be disposed 
of sooner. 


OUR POLICY 


United States wool policy has been principally gov- 
erned by three considerations: 


(1) The requirement that the government use domestic 
wool in materials fabricated for its account (principally 
military) imposed by the “Buy American Act”! of 1933. 


(2) The assurance that “sufficient wool” for war purposes 
was on hand in view of the threat to sea routes during 
hostilities, and the fact that our wool consumption heavily 
exceeds our wool production. 


(8) The support of wool prices to bolster a declining 
domestic wool production after 1942. 


In 1941 the United States collaborated with the 
British in amassing a stock pile of foreign wools to cre- 
ate a mutual emergency reserve. The stock was held 
in the United States under British ownership because 
of the invasion threat to the British Isles. By early 1944 


1In the act of March 3, 1933, there was a stipulation that only 
those materials, unmanufactured or manufactured, which have been 
mined, produced, or manufactured in the United States shall be 
bought for public use except when the cost is unreasonable, or the 
articles are not available in adequate commercial quantities, or they 
are not of satisfactory quality. This section, which is commonly 
known as the “Buy American Act,”’ is still in force today. 


Chart 2: United States Consumption of Domestic 
and Foreign Raw Wool! 


Source: Bureau of the Census 
Scoured Basis, Millions of Pounds 
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tDomestic and duty-paid foreign wools are classified as apparel; free foreign wools 
are classified as carpet. Apparel class not finer than 40’s and practically all carpet 
class may be imported free of duty. 
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about 800 million pounds of foreign wool, grease basis, 
were stored in this country, of which 300 million pounds 
were owned outright by the United States Defense Sup- 
plies Corporation. By that time, the stock pile was 
ample for all countries and the Defense Supplies Cor- 
poration auctioned its holdings. Its reserve of foreign 
wool was completely disposed of by the end of 1945. 
The 500 million pounds owned by the British has been 
gradually shipped back to them. 

Disposal of government stocks of domestic wool, 
however, presents greater difficulties. In April, 1943, 
the United States inaugurated a wool price-support 
program under which the entire domestic clip was 
bought by the Commodity Credit Corporation. Until 
November, 1945, the CCC sold its stocks at a set pur- 
chase price which averaged about $1.19 a pound, but 
sales lagged far behind purchases, 

This was due to the price advantage which foreign 
wool has enjoyed during recent years. Because of the 
better preparation of foreign wools, United States mills 
are willing to pay a premium for them, which, of late, 
has been about 9 cents a pound, duty-paid (fine grades, 
scoured basis). Therefore, if the price spread between 
domestic and foreign wool falls considerably below 
9 cents, the foreign wool is favored. On the basis of 
annual average prices from 1939 through 1945 foreign 
wool was at no time more than 8.8 cents above domestic. 
(See Table 1.) 


Stimulated Foreign Buying 


In November, 1945, and a second time in February, 
1946, the CCC lowered its selling prices to increase con- 
sumption of domestic wools by reducing the price dif- 
ferential between the domestic and imported varieties. 
These decreases were possible because of comparatively 
low parity prices! in effect at the time. 

The tendency throughout this period, as a result of 
unfavorable price differentials, was an increase in the 


1Parity price of wool is that price which will give wool a purchasing 
power in terms of articles that farmers buy equivalent to the pur- 
chasing power of wool during the base period August, 1909, to 
July, 1914. 


Table 1: Raw Wool Prices 


Source: Bureau of Agricultural Economics 
Cents per Pound 


Period Domestic! Foreign? 
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1Boston market: Territory, scoured basis—64’s, 70’s, 80’s, staple combing. 
*Australian, scoured basis—64’s, 70’s, good top-making, i in bond. Import duty of 
$4 cents has been added to quotations. 


consumption of foreign wool, except for that part used 
for government purposes. When military contracting 
declined abruptly in August, 1945, the total consump- 


‘tion of foreign wool rose sharply. 


Since October, 1946, there have been upward adjust- 
ments every month in the CCC selling price of wool 
because of the advances in the wool parity price below 
which CCC could not sell under the support program 
for domestic wools which lapsed April 15. These price 
increases have further encouraged the consumption of 
foreign wool. As of April 1, 1947, the CCC held 453 
million pounds of apparel wool, grease basis. New 
legislation, which has already been passed by the Senate, 
authorizes the CCC to sell at market prices. This may 
allow for the liquidation of some of the CCC stocks. 
Increased prices of foreign wool during past few months 
may also serve as an impetus to the purchase of do- 
mestic wool. 


WOOL BILL NOW PENDING 


The wool-price support bill which contained clauses 
enabling the President to establish import quotas and 
to boost the wool tariff by means of import fees was 
vetoed on June 26 because the President regarded the 
provisions as being inimical to our foreign policy. He 
specifically stated: ‘““The enactment of a law providing 
for additional barriers to the importation of wool at the 


Table 2: Domestic Wool Production Compared 
with World Production 


Source: Office of Foreign Agricultural Relations 
Millions of Pounds; Grease Basis 


Period United States Estimated 
World Total? 
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1Rounded to tens of millions. Prepared on the basis of official estimates of forei, 
governments, reports of United States foreign service o' , Tesults of office 
and other information. Wool produced mostly in the spring in the Northern Hemi- 
sphere is combined with that produced in the season beginning July 1 or October 1 
of the same year in the Southern Hemisphere. 

pPreliminary 


very moment when this government is taking the lead- 
ing part in a United Nations conference at Geneva 
called for the purpose of reducing trade barriers and of 
drafting a charter for an international trade organiza- 
tion in an effort to restore the world to economic peace, 
would be a tragic mistake.”” However, the section of the 
bill authorizing continuation of the price-support pro- 
gram through 1948 and authorizing the Commodity 
Credit Corporation to sell its wool at market prices met 
with the President’s approval. Upon receipt of the veto, 
the Senate drafted and passed on to the House a new 
bill which excluded the provisions to which objection 
was made. . 
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Table 3: Carry-over of Apparel Wool in the 
United States as of April 1! 


Source: Bureau of Agricultural Economics 
Millions of Pounds; Grease Basis 
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1Dates of reports range from March 26 to April 4. 
alncludes a small quantity of wool afloat. 
bExcludes $6’s, 40’s foreign wool. 


Difficulties in wool marketing have been taking place 
despite generally declining production. World raw 
wool production in 1947 fell to the lowest point since 
1935, according to a preliminary estimate made by the 
Office of Foreign Agricultural Relations. Since the all- 
time peak of 4,200 million pounds, grease basis, in 1941, 
there has been an unbroken downtrend in world wool 
output. Higher production costs coupled with the ap- 
pearance of more lucrative markets for agricultural 
products other than wool in the United States and 
Canada has been a salient deterrent to larger wool clips 
in the last three or four seasons. Another has been 
drought conditions in Australia and the Union of 
South Africa. 

Production in Europe and Asia began to fall off in 
1942, became more acute in 1945 with the impact of 
heavier military operations. 


FACTORS IN WORLD SLUMP 


World wool production in 1947 was 3,670 million 
pounds, grease basis, a decline of 2% from 1946 and 18% 
from the record high in 1941. The domestic wool clip 
in 1947 was the smallest since 1927, having decreased 
8% from the 1946 level and 31% from the 1942 peak. 
(See Table 2.) Domestic production constituted 10.9% 
of world output in 1942 and 9.1% in 1946; it contributed 
only 8.6% in 1947. 

- Year-end figures of United States wool stocks indicate 

a steady growth since 1939. Although stocks as of 
March 29 were 9% below December 28, 1946, they are 
still exceedingly high, with the proportion of foreign 
and domestic wool remaining practically equal. (See 
Chart 1.) 

A breakdown of apparel wool stocks shows the pre- 
ponderate portion owned by the government. As of 
April 1, 1947, the CCC held 56% of the total of 807 mil- 
lion pounds, grease basis, of apparel wool stocks, and 
81% of the 556 million pounds of the domestic variety. 
(See Table 3.) 

The United States consumed 194 million pounds of 

raw wool, scoured basis, during the first quarter of 


1947, or 7% more than for the same 1946 period. Wool 
consumption increased considerably in 1941 and has 
continued at a high level. In 1946, consumption totaled 
748 million pounds of wool, which exceeded the 1941 
record figure of 652 million pounds and was almost 
double the 1939 rate. (See Chart 2.) The proportion of 
foreign wool used has also risen—from 39% of the total 
in 1939, to 85% in 1946 and 80% in the first quarter 
of 1947. 

A breakdown of apparel wool consumption into wool- 
en and worsted points up the heightened demand 
for the latter. While demand for worsteds is running 
ahead of supply, woolen mills have been cutting down 
on operations and many of the smaller manufacturers 
have shut down entirely. The glut of woolens on the 
market early this year is related to OPA’s maximum 
average price regulations which allowed better returns 
for woolens suitable for women’s wear, while at the 
same time sales of women’s clothing were booming. 


Table 4: Average Weekly Mill Consumption of 
Apparel Class Wool in the United States 
Source: Bureau of the Census 
Millions of Pounds; Scoured Basis 
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DAA Moe ae alees siedh a ofaPearsioe cle ata 8, 3 5, 5.55 
NB eer Med Monee Weetetenas cous Shethag ital MO da 5. 5.69 
TOG. Sse ee RA era cae aaa 5. 6.67 
First 8 months, 1946... o..00.0...005 4. 6.71 
First 8 months, 1947................. 4. 7.09 


The women’s clothing market has tightened some- 
what in the past year. The women’s clothing industry 
is a much heavier buyer of woolens than worsteds. The 
men’s clothing industry, which is an important consum- 
er of worsteds, is still strong, however. Average weekly 
mill consumption of apparel wool for worsteds was 57% 
greater than for woolens during the first quarter of 1947, 
and only 40% greater during the first quarter of 1946. 
(See Table 4.) 

The United Kingdom, chief exporter of woolen and 
worsted cloth to the United States, has not moved 
nearly so much goods to this country as before the war. 
In 1938, we received 3,681,000 square yards of woolen 
cloth and 1,116,000 square yards of worsted cloth from 
the British. Last year, however, only 2,444,000 and 
884,000 square yards, respectively, were imported. Out- 
put of the industry has recently been running at about 
75% of the 1935-1938 average despite urgent cloth 
needs of the British home market and the desire to 
expand exports. A shortage of an estimated 50,000 
workers, the loss of women workers in worsted spinning, 
and an unsatisfactory output per man hour are the 
factors within the industry itself chiefly responsible. 

SmiLey S$. Horrman 
Dwwision of Business Economics 
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Potatoes —and 


ORE than 690,000 pounds of potatoes! lie piled in 

kerosene-drenched heaps, useful for nothing. 

Soon other similar piles are scheduled to rise. What this 

year’s price support program will cost, no one knows. 

Last year it cost the government $80 million in direct 

price support, and consumers a substantial amount in 
higher retail prices. 

Potato planning in 1946 resulted in a crop greater by 
almost 100 million bushels than anticipated. It resulted 
in the complete waste of 1,320 million pounds of potatoes 
and the uneconomic use of over 60 million bushels 
through donation to charitable organizations, distribu- 
tion for school lunch programs, diversion to distillers of 
alcohol, use as feed for livestock, shipment abroad for 
relief feeding, and conversion in starch mills at nomi- 
nal prices.” 


THE BACKGROUND 


In 1941 and 1942, Congress, under the terms of the 
Steagall amendment to the act of July 11, 1941,? man- 
dated governmental price support for nonbasie com- 
modities when the Secretary of Agriculture made public 
announcement that such price support was necessary as 
an incentive to expansion of production for war pur- 
poses. Price support of these commodities, which in- 
clude potatoes, was to continue until two years after 
the close of the year in which hostilities were officially 
concluded. Price support, therefore, will continue until 
the end of 1948. 

Potatoes are important in the American farm econ- 
omy. During years of high production and high prices, 
they are the most valuable vegetable crop in the coun- 
try. In 1943, for example, more than 25% of the total 
cash income from the sale of vegetables came from 
the sale of potatoes.‘ 


LONG-TERM SITUATION 


Was it necessary to support potato prices in order 
to encourage production? Per capita consumption of 
potatoes, as indicated in Table 1, has been decreasing 
for several decades. 

At the same time, improvements in the technique of 
potato growing have resulted in a tremendous increase 
in productivity. The average yield per acre, for all 
potato farms in the nation, increased from 106.9 bushels 


ISee New York Herald Tribune, June 7, p. 12. 

2United States News, May 80, 1947, p. 14; United States Depart- 
ment of Setaberys Bureau of Agricultural Economics, The Vegetable 
Situation, April, 1 

Section 4(a) oa if act approved July 1, 1941, 55 Stat. 498, as 
amended by Public Law 729, 77th Congress, Oct. 2, 1942, 56 Stat. 768. 

‘United States Tariff Commission, “Potatoes,” War Changes in 
Industry Series, Report No. 16, United States Government Printing 
Office, 1946, p. 1 
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More Potatoes! 


in the 1921-1925 period to 184 bushels in 1946, an in- 
crease of about 70%.1 In each year since 1939, produc- 
tion per acre has substantially exceeded the yield 
prior to that time. 

Thus, with 535,000 fewer acres devoted to potato 
growing in 1945 than in the 1921-25 period, 67,596,000 
more bushels were produced. Furthermore, in 1946, 
on 4.4% less acreage than the 2,824,000 acres used for 
potato production in 1945, a crop 14% greater than the 
1945 crop was harvested.? 

It would seem that a combination of declining per 
capita demand and increasing productivity would have 
been sufficient to maintain potato production at a satis- 
factory level without the necessity of price support, 
especially since the war-stimulated increase in demand 
was reflected as early as 1942 in higher retail and farm 
prices for potatoes.’ 

The government is obliged to support potato prices at 
not less than 90% of parity. It is obliged to remove 
from the market all potatoes that will not bring the 
support price. 

The administration after exhausting all possibilities 
of giving away the potato surplus by appeal to chari- 


1See United States Tariff Commission, op. cit., p. 18 and United 
States Department of Agriculture, Bureau of Agriculture Economics, 
The Vegetable Situation, Dec., 1946. 

*See The Vegetable Situation, Dec., 1946, op. cit.; United States 
Tariff Commission, op. cit. 

*Farm value for potatoes increased from 54.1 cents per bushel in 
1940 to 80.7 cents in 1941 and 116.4 cents in 1942. The retail price of 
potatoes increased from 2.4 cents a pound in 1941 to 3.4 cents in 1942. 

4Act of April 12, 1945 (7 U.S.C. 1881, note). 


Table 1: Estimated Civilian Consumption of 
Potatoes, 1909-1943 
Source: Department of Agriculture 
Pounds Per Capita 


Consumption 
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table and relief organizations, has offered potatoes for 
sale to private industry at 1 cent a bushel.! At the same 
time, potatoes were commanding a high price in retail 
markets and low income families were finding it difficult 
to purchase sufficient food to meet their needs. 

Some critics have pointed to the great disparity be- 
tween actual potato production figures and the Depart- 
ment of Agriculture estimates. The 1946 crop orginally 
was estimated at 378 million bushels, while actual pro- 
duction was 475 million bushels, or 26% greater than 
the estimate.? The Secretary of Agriculture has vigor- 


1Statement by S. R. Smith, Chief of the Fruit and Vegetable branch, 
Department of Agriculture, reported in The New York Times, June 11, 
1947, p. 27. 

2United States News, May 30, 1947, p. 14. 


Table 2: Potato Imports 
Source: Department of Commerce 
Thousands of Bushels (60 Pounds to Bushel) 


Year » Imports! 
LEAL. 5045 Se Re ee ane ee Se 6,006 
Emig eters ict Ne 5 ARMA oo ia'ats Sighs gialeas Seles ciajenays ei 5,588 
MSM eT Lane she, ool. Melels evar ee sedis sale «ee 1,378 
LETS CA og oo SI See PERE CESS ca one, Sa re 440 
TS aa Le 2a gear em ON 2,102 
pS LER SEP gare Oia, ax Hy Sar gens Fe) Rusiawy ema els 532 
REE Sr UH. cot Ua chap daialamie Gsm Asse a2 le awed shel 864 
“a Re aS SRD er eA ee 1,384 
SREeN BAM MOR RRC ato; c Tato s.tee ays a, sie, Sua ea "e Euce WSs aye wie sree’ 683 
NGS Sag RRS Aa aS a 1,014 
ee TRIN cae) Hors a ere ate aid aie | Baye Sha, susie Woe eqeye 38) me 1,874 
TICS - - ORG Pe SERS RG ORO ee pen sre a ee a 930 
SECA OUMMMSED Gretel al oa sate Sa,'sidinte sais) s OGG ee 6, olbia fo ois. 8 592 
tase EES OR Fa. F< 1a shalens) Waraudja Bie wade te. ahein wars yh S 1,120 
SERN Sie eke sald vinta, oscalvare, eghaate sts cies the ¥ 4d 1,491 
A MME cy cog (sss Sir erale acetals Wlele: axshejas abv alls 9,126 
Hera EEE SEAN, EP. er 5. Stas aos Rater setae eee copens «a stele esi 5,549a 
UDO, oo he ae age Ae a ee 2,263a 
MSM MBETISAAAL Yoon sree Bn Sh r= Shonte See esnips eventos Sst ee 884 
TELS Wa Fae ie iy MR Ee ee eo Ee 287 
1Year beginning July; im for consumption. 
wa 
Table 3: Potatoes, Acreage, Yield per Acre, 


United States, 1921-1947 
Source: Department of Agriculture 


Yield per Acre 


Year Acreage (000) (Bushels of 
60 Lbs.) 
PRUETT LSA Ps Where, - Nogal ate «a Yate et 0"? ore 8,359 106.9 
ESSE —SO 5s hacia tiple, vislditens 3 3,132 114.4 
DUS IOB iI sc clears istade, Sates Viajes 8,510 107.5 
CNT yay LN sg REST eee en Ce 3,490 110.1 
UPR ot tceed wala Aptiah oer orb sai st lenar 3,568 105.0 
MER ee iat Ste «hice siete + sig Neate 3,423 100.3 
OSA sioid.; wie AA aie te «3 < nie okey 3,599 112.9 
OD a orat Aeicidtretec sta alle © 3,469 109.2 
GSC. tote Slide cata bis oie ee GSS 2,960 109.4 
Gc phn Sete Glee siarsldaraSopparstnene 3,055 123.2 
ROSS Fe tha tr 7a) cisvaernis a ots ove Cay a 2,870 124.0 
BODO hee cd praracstzinlolatin 2 4 cok 2,813 121.7 
MANY cohen ea aie de bitte wit tS a5 2,845 132.1 
GL Fetter sli tecshareih slaya ais) this 2s 2,711 181.2 
OSE Tes. 2 wrath ie ip os 2 2 2,706 136.9 
1 eC ARE Reno ae Oeics oe 3,331 139.6 
DOGAS evan. cok & iin Bae eran es ors 2,922 iOS TE 
DORR. Pe cs Ste on lok s 2,824 150.6 
ROAGS Hares os, Sn wine ie 2s 2,625 184.0 
KY ey ee ot Oe Be ae 9,517 n.d. 


n.a.Not available. 


ously protested that the potato surplus was foreseen. 
He stated on June 11: “I want to repeat that the De- 
partment anticipated the potato surpluses and that 
from the very outset every effort was made to assist all 
branches of the distributive trades in moving potatoes 
through normal channels of distribution into human 


‘consumption.” ! As late as July, 1946, however, the 


Department of Agriculture estimated a total crop for 
the year of only 432 million bushels, although actual 
production turned out to be 10% greater.? 

The government has announced that it would limit 
its support in 1947 to those farmers who cooperate in an 
acreage reduction program designed to decrease plant- 
ing to 2,310,000 acres from the 2,625,000 acres in crop 
in 1946.8 

Tn an era of technological miracles, potatoes seem to 
be singularly unversatile. Distillers used some of the 
1946 crop because they did not get enough grain. 
Potatoes went begging at 1 cent a bushel for other in- 
dustrial purposes. Relief and foreign-aid organizations 


1Mimeographed copy of letter on agricultural price support policy, 
November 29, 1946, from C. P. Anderson to Senator Elmer Thomas, 
Chairman of the Senate Committee on Agriculture and Forestry. 

2United States Department of Agriculture, Bureau of Agricultural 
Economics, The Vegetable Situation, July, 1946; National Food 
Situation, July—Aug. 1946; and Crops and Markets, July, 1946. See 
G. H. Moore, “Accuracy of Government Statistics,’ Harvard 
Business Review, Spring, 1947, pp. 314-16. In discussing estimates of 
the 1929 potato crop, Moore writes: “Assuming no radical changes 
in the method of estimating, one could be certain that the preliminary 
estimate of the 1929 crop was not accurate to thousands of bushels, 
and probably not even millions of bushels.” In discussing estimates 
subsequent to the crop year, he states: “It may be surprising. . . 
that the size of the potato crop depends so much on which Yearbook 
of Agriculture the figure comes from.” 

5See United States Department of Agriculture, Bureau of Agri- 
cultural Economics, The National Food Situation, April-June, 1947; 
and The Vegetable Situation, April, 1947. 


Table 4: Potatoes, Domestic Production, 1911-1946 


Source: Department of Agriculture 
Thousands of Bushels (60 Pounds to Bushel) 


Domestic Pro- 


duction 
Averages OU l—LOUB UN siya ae carts 06 reuse reas eae 349,277 
LOLOL 920 Fo. scforerer catia ta Mint ss a Cais ere 336,280 
1923-198 Br 4. a2 yaar eect soe 357,535 
VO2G-LOSO Rec: 221s ~s ae carols Oe ate af oat 359,142 
(Anmnittdls LG29 obo nd-e. ahs cls Wh wike cian © arte ia Maen pea 333,392 
ROBO Sei lsacslave nce erayilbon Rees, cha) abebe Sean eer Pala 343,817 
LOB ID) icy tee ea, Ne 6 Pes GT cosa a each atte ta 384,317 
FOB eee «ke ec lale cists vinte tcl ORRIN Bet ctaeel ote 374,692 
LOSS o CE AE cinouste cies bee safes lake e aia aa ora ere 343,203 
VOSA dre Sais bes liek vida ate Sel tees cine upto 406,482 
Pe Ty Te Se RGR PS IIE ET rae O) eic) ci 378,895 
TOSGe Sete aks Feiesihe see be corde so eer 323,955 
LOST OR ere Aa. fosters, crt eS cm crabs a oiler Soave 376,448 
LOSSIF eet Oss dec oem oeess yaa Gohieee 355,848 
TOSD oe Bia ic cith  sipieteat Gee ate ame eee ails 342,420 
LOADS ie Se he sess Bg oan a ee rls ee peat ete a 875,774 
AN Pas iiss a5 + aca Side outed cenaleaiee) aes 355,602 
TOA. pcre Auten cs brad ray ele vate ais A a aoe eae 370,489 
LOSS ea ces ae tiene oe tale cam dle Sy Semen 464,999 
LONE aa k Kine ae < CoiuiaerOarth are Reels nats 383,134 
LOAD | 25, taath oie Sptataltes VawINe Ooi eSietets tapeks aie 425,131 
TOSGE A. ee elites SN Tea eee Om s sithenaare 475,000p 
OAT 5.2 tumictp eben © yastetetlea-wicg ole Cus Sw Seba a 
pPreliminary. 


aDepartment of Agriculture goal: 355 million bushels, 
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see little merit in converting free potatoes into the de- 
hydrated form at a cost of 25 or 30 cents a pound when 
flour can be purchased at 5 or 6 cents a pound.! 

In many areas, especially those with early crops, 
potatoes cannot be dehydrated and stored because there 
are no processing plants in the area. They cannot be 
shipped for processing because freight is too high. And 
they cannot be exported because new potatoes have a 
high water content and thin skins, making spoilage 
almost certain.? A limited amount of potatoes can be 
used for conversion into starch, and some can be dis- 
tributed free to charitable organizations and for school 
lunch programs, but such distribution is equivalent to 
an unplanned governmental subsidy. Potatoes have 
some value as a feed for livestock, but in early crop 
areas, the appearance of a potato surplus usually co- 
incides with the appearance of good pasturage. 


POTATO IMPORTS 


Before the war, potato imports were less than 14 of 
1% of annual consumption and consisted chiefly of 
seed potatoes. More than 90% of all our imports are 
from Canada. Under the impetus of guaranteed market 
prices, imports have boomed, as shown in the accom- 
panying table. In 1944, they totaled nine million bush- 
els, while only 2,097,000 bushels were exported. In that 
year imports were approximately 2.4% of domestic pro- 
duction, and were fifteen times greater than the potato 
imports of 1941. By artificially maintaming market 
prices, the government has made it worth while for 

1Letter on agricultural price-support policy from C. P. Anderson, 


op. cit. 
2United States News, May 30, 1947, p. 14. 
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Dun’s Review, June, 1947, p. 21. 


Labor’s Objectives. By Frank P. Fenton. Harvard Business 
Review, Summer Number, 1947, p. 463. 
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of addresses edited by Liston Pope. Harper & Brothers. $2.50. 


The Price Level. By Roy L. Reierson. The Commercial and 
Financial Chronicle, July 3, 1947, p. 10. 


Building a Sales Staff. Electrical Merchandising, July 1, 
1947, p. 92. 


Engineering Organization and Methods. By James E. 
Thompson. McGraw-Hill Book Company, Inc., 1947. 


Public Relations in a Falling Market. By Philip Lesly. 
Printers’ Ink, June 20, 1947. 


Canadian potato growers to send their product to the 
United States, despite a tariff of 75 cents a hundred 
pounds on all potatoes over the quota limitation of 1.5 
million bushels.! 

Part of this year’s surplus problems arise from the 
large carry-over of potatoes from the 1946 crop. On 
March 1, 1947, growers and local dealers had 76 million 
bushels of marketable potatoes in stock, 27% more than 
the 60 million bushels held on March 1, 1946, and 23% 
more than the March 1, 1944-1946 average.” 


ATTITUDE OF POTATO GROWERS 


H. E. Umphrey, head of the Aroostook Potato 
Growers, Inc., is quoted as saying: “Permanent support 
of potatoes at 90% of parity is neither justifiable nor 
practicable . . . the figure should be placed at a level 
so low that even the most efficient producer stands some 
loss if he plants too much.’ 

Production and price in a free economy depend upon 
the interaction of supply and demand in the market 
place. Interference with the automatic operation of 
this relationship has often in the past led to misuse of 
productive facilities and to the dissipation of our 
resources, both human and natural. The potato situa- 
tion seems to be a case in point. 


SipnEY BorpDEN 


Division of Business Economics 


1[The import duty is 37.5 cents per hundred pounds on the first 
1.5 million bushels imported. For a discussion of the effect of guaran- 
teed market prices on imports, see United States Tariff Commission, 
op. cit., pp. 4, 5, 27-32. 

*The Vegetable Situation, April, 1947. 

®The Wall Street Journal, June 14, 1947, p. 1. 
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1947, p. 39. 
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Survey of Business Practices: 


Business Views Second Half of 1947 


NCREASED concern over high or unbalanced in- 
ventories manifesting itself in greater caution in 
buying characterizes the replies from executives co- 
operating in this month’s survey of business practices. 
Although demand remains heavy in some lines and 
backlogs are still high, only one out of every ten execu- 
tives replying expects new orders to exceed shipments 
in the coming six months. Cancellations, rather heavy 
in some industries in the first quarter of the year, pre- 
sent no particular problem at this time. Estimates as 
to future sales, frequently made on the basis. of no 
serious labor difficulties especially in the coal industry, 
show about a third of the executives looking for a rise 
in the coming six months compared with the first half 
of the year. In comparison with the last half of 1946. 
executives were more optimistic because of the depres- 
sing effect of widespread strikes in the earlier period, 


SALES FORECASTS 


While no clear-cut general sales trend is evident from 


- the combined estimates for the next six months, the 


i 


picture is much better defined for a number of important 
industries. For example, there is fairly general agree- 
ment among machine-tool producers that sales will be 
lower than in the first half of the year. Projected sales 
trends for a number of other industries, according to the 
majority viewpoint, are as follows: steel, unchanged to 
lower; general industrial machinery, unchanged to 
lower; special industrial machinery, unchanged to 
higher; office equipment, higher; railroad equipment, 
no change; chemicals, higher; woolens and worsteds, 
higher. For companies estimating an increase over the 
first six months of the year, the median average is 
about 15%. 

Slightly more than half the companies reporting be- 
lieve that sales in the second half of the year will be 
higher than in the corresponding period of 1946. In 


- part, this is attributed to price increases and to reduced 


activity last year because of labor difficulties. In some 
industries no clear-cut picture is presented. For others, 
the majority viewpoint is as follows: office equipment, 
chemicals, floor coverings and paper, substantially 
higher; special industrial machinery, food and lumber, 
higher; steel and railroad equipment, unchanged to 
higher. For woolens and worsteds a decline is forecast. 
The median average increase for all companies fore- 
casting gains is 25%. 

Sales estimates, of course, are influenced by changes 
in volume as well as in prices. In some cases the physical 
volume of sales is expected to decline, but a rise in the 
dollar value is forecast because of higher prices. Gener- 


ally, however, the companies expecting sales increases 
attribute only a portion of it to higher prices. On the 
other hand, some of the companies forecasting lower 
dollar sales do not expect physical volume to drop as 
much if at all. In a number of industries such as steel, 
operations have been at capacity levels and, although 
demand continues heavy, increases are not physically 
possible. A better flow of materials has permitted in- 
creased output and shipments in numerous cases, al- 
though some manufacturers are still handicapped by 
shortages, labor difficulties and inefficiency of labor. 
Most of the estimates assume that these difficulties will 
diminish in importance in the next six months. Some 
companies which have been operating at peak levels 
look for slight declines because of vacation shutdowns. 
Export demand is reported by many as being substan- 
tial and in a few cases has more than offset a drop in 
domestic demand. Questions, however, are raised as 
to the permanency of this export demand because of 
the financial condition of most importing countries. 

A complete summary of the sales expectation of 
companies cooperating in this survey is given on pages 
212 to 216. Below are reprinted a number of excerpts 
from the letters received which illustrate the various 
influences at work, as well as the divergent trends 
forecast: 


“We manufacture capital goods and believe the demand 
for our products will continue satisfactory for the next 
eight to ten months. Costs in capital industries will be in- 
creased appreciably by the round of wage increases most 
manufacturers have been forced to grant, and unfortunately 
the price increases made in the past have not, in our estima- 
tion, been adequate in the competitive field.” (Engines and 
turbines) 

ae 

“We anticipate that sales volume in the last half of 1947 
will be maintained at approximately the same level as in 
the first six months of the year. Sales for the first half of 
1947 were about equal to the last half of 1946. It is the 
present policy of the company to adhere to the existing 
price level on all deliveries through the first quarter of 1948, 
but it is questionable whether this objective can be achieved 
in the face of rising labor costs. A recent price decrease of 
10% on some of our engines resulted in a sharp demand for 
these particular items, indicating that the industry is sen- 
sitive to price changes.” (Engines and turbines) 


* *« * 


“Our volume has been favorably affected by substantial 
orders from our export representatives in foreign countries, 
and this condition should prevail for the balance of the year. 
How permanent such buying will be is, of course, question- 
able in view of the trends in various countries and early 
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indications that the supply of dollars for the purchase of 
American-made goods is not as large as it was even a few 
months ago.” (Electrical supplies) 


ie ee 


“A substantial increase in car production is anticipated 
for the last six months of the year owing entirely to im- 
proved delivery of sheet steel. We believe this increased 
volume, coupled with the effect of increases in prices, will 
result in approximately a 50% increase in the value of our 
sales for the last half over the first half of 1947. The demand 
for new cars is still in excess of production and no definite 
change in this condition is expected for the balance of the 
current year. The entire picture, of course, is dependent 
upon the continuation of satisfactory labor conditions both 
in our plant and in the plants of our vendors.” (Automobiles 


and equipment) 
x ok x 

“We do not expect any serious recession in demand for 
our products for the next two years. We do expect, how- 
ever, that there will be a general recession and readjustment 
in the industrial situation as a whole, but we do not expect 
this to become serious or to take on the proportions of a 
depression.” (Special industrial machinery) 


* * 


*‘We expect the volume of business in the last half of 1947 
to be the equivalent of the volume for the first half of this 
year. Of course, the volume will be greater than in the last 
six months of last year when we had a coal shutdown, unless 
we have a similar shutdown during the last half of this year. 
Predictions on volume are all based on no interruptions in 


operations.” (Steel) 
* * * 


“The nonferrous foundry business is operating at a much 
slower tempo but we do not look for that to continue. We 
think that our business will be very good and that the steel 
industry will demand our full plant facilities. There is, of 
course, a tendency for everyone to withhold purchases in 
anticipation of better prices which we think will prevail, 
but perhaps the increased labor rates will offset any reduc- 
tion in materials. During the current week we have been 
obliged to release several of our personnel. This has not 
happened in years, not since before the war.” (Nonferrous 


metals) 
* * * 


“‘We expect our monthly sales, in pounds, to decrease by 
approximately 10% during the third quarter. The fact 
that the products of our industry are more readily available 
and that prices of raw materials entering into their produc- 
tion have shown weakness rather than strength during the 
last fortnight has been reflected in our incoming orders.” 


(Nonferrous metals) 
* * * 


“Tt is difficult to forecast the sales outlook for the coal 
industry. The demand is strong and, if the demand for 
steel, automobiles and heavy construction materials stays 
up and the demand for export continues as we expect, there 
will be a strong demand for coal for the remainder of the 
year.” (Mining) 

* * * 


“Tn so far as the building business is concerned, there will 
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not be, we believe, as many starts in 1947 as there were in 
1946; but there will be in all likelihood as many comple- 
tions. Building materials are finding their natural price 
levels and this will result in considerable saving. We be- 
lieve labor is a little less inefficient and that costs will prob- 
ably come down as much as 10% between now and the 
first of the year.”’ (Building materials) 


* * * 


“Tt is unlikely that any spurt in new construction will 
occur this year. Lumber production for the next sixty to 
ninety days will exceed sales except for the July two weeks’ 
vacation period, and certain items of lumber (construction 
items) will continue to show weakness until demand im- 
proves or production is curtailed. Other items (doors and 
plywood) should stay through the year at about present 
levels. A return to more normal competitive conditions and 
normal markups and profit is forecast by present conditions. 
The fact remains that there is an immense backlog of needed 
building of all kinds. We believe that by October or Novem- 
ber the adjustment should have run its course and buying 
for the spring building season at that time should create a 
renewed firmness in values of these materials.” (Lumber) 


* * * 


“We think our sales in the last half of 1947 will be better 
than in the first half of the year by perhaps 15% to 20%. 
This will not represent a satisfactory level of business as 
sales for the first half of 1947 are going to come out about 
30% below the corresponding period of 1946. The first 
half year’s sales were affected by the over-inventory position 
of a majority of our customers and by shortages in the 
supply of some of our primary raw materials, these shortages 
being more pronounced in the first half of 1947 than at any 
time in the war years or 1946.” (Chemicals) 


* * * 


“Since I am expecting a drop in industrial output of 
more than recession proportions to start in the third quarter, 
I believe that our sales in the last six months of the year 
will only be about 80% of the level in the first six months. 
Between 50% and two thirds of this drop is expected to be 
brought about by price reductions.” (Chemicals) 


* * * 


“We are producing at an all-time high. In fact, produc- 
tion for the first quarter of this year was higher than any 
total year’s production in any other country. I believe 
over-all demand and supply will be in substantial balance 
for the fourth quarter of this year. There are, of course, 
some exceptions in specific commodities; for instance, news- 
print, in which I expect to see a continuation of demand in 
excess of available supply, and it is also probable that in 
the book paper field and in some types of tissues demand 
will also exceed supply for a further period. I see no reason 
to expect any major price movements either up or down.” 
(Paper) 


* * * 


“It is our opinion that people with well-known brand 
names will suffer for a while until retail outlets work off a 
lot of the off-brand or newcomers which got into the field. 
In some cases these off-brand goods have already folded up 
—others refuse to allow any more returns. These people, 
in my opinion, will shortly be permanently out of business 
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and eventually the sale of well-known brands will begin to 
pick up again.” (Chemicals) 
x ok O* 

“As far as we can tell, automotive, tractor and truck 
industries will be good for at least a solid year at high pro- 
duction, so that we are not too fearful about current inven- 
tory levels nor about large cancellations. We are still having 
a lot of trouble obtaining mill sheet steel, cartons, paint, 
nuts and bolts.” (Miscellaneous metals) 


BUYING POLICIES 


Most executives report that customers are much more 
cautious in their purchasing and have become increas- 
ingly price and quality conscious. These developments 
also largely characterize the buying policies of the man- 
ufacturers participating in this survey. Considerable 
fear exists regarding current high inventories in the 
light of possible inventory losses and many producers 
have adopted a policy of holding purchases to an abso- 
lute minimum except for certain raw materials in critical 
supply. Efforts to bring inventories into proper balance 
also have been heightened. Because of increased com- 
petition and the greater availability of many raw ma- 
terials, long-term forward buying has been reduced and 
hand-to-mouth buying is becoming typical. Individual 
orders are often for smaller quantities than in the recent 
past. Likewise, the practice of placing open orders for 
unlimited quantities has been curtailed sharply except 
for materials still extremely difficult to obtain. 

With the transposition from a sellers’ to a buyers’ 
market becoming increasingly evident, competitive in- 
fluences are being brought into play and price increases 
are being strongly resisted. Substitute materials not 
measuring up to quality standards and specification 
changes tending to result in a somewhat inferior prod- 
uct are being resisted. Considerable objection to esca- 
lator clauses is reported and the practice of including 
price adjustment clauses in contracts is continuing to 
decline. In some cases, however, escalator clauses are 
being requested by customers with today’s price as the 
ceiling, so that they may benefit by lower prices which 
may occur at a later date. 

Cancellation of unfilled orders is increasing in some 
industries but presents no particular problem at this 
time. In some cases it seemed earlier this year that this 
problem might become critical, but manufacturers gen- 
erally feel that the necessary adjustment has taken 
place and that current backlogs may be regarded as 
reasonably firm. Most cancellations which have oc- 
curred are attributed to delays in delivery, although 
considerable duplication of orders is also evident. Thus, 
as one source was able to deliver a particular order, 
duplicates were canceled on the books of other sources. 
Manufacturers also mentioned cancellation of poorer 
quality merchandise or “ersatz” goods. Some cancella- 
tions, of course, must be attributed to a greater degree 
of uncertainty as to the future course of business al- 
though such uncertainty frequently resulted in requests 
for deferred delivery rather than outright cancellation. 


Typical comments of executives relating either to 
their customers’ buying policies or their own follow. 


“The change in buying policy of our customers has been 
most marked in the past six months. It is a change from a 
period of extravagant, almost hysterical ordering to one of 
cautious buying. Conversion from one period to another 
has, of course, been accompanied by a flood of cancellations 
and even returns where customers found themselves caught 
with excessive inventories.” (Air-conditioning equipment) 


8 fae 


“While we are enjoying an acceptance of our merchandise 
at present price levels, ultimately the public will refuse to 
buy at the level at which this merchandise is offered today.. 
. . . While there is a contmued active demand, there is a 
marked tendency on the part of the public, the dealers and 
the distributors to be choosy as to the merchandise they 
want as compared with their former eagerness to accept 
anything we could produce.” (Communication equipment) 


* * * 


“Buyers are restricting their placement of orders to mini- 
mum requirements and to definite specifications. This is a 
significant change from their recent policy of buying any- 
thing and everything in any quality or quantity.” (Lumber 
and products) 

* * * 

“We have found among our customers increasing reluc- 
tance to make forward commitments and a greater degree 
of selectivity in making purchases. In our case their reluc- 
tance to buy ahead has been overcome by the desirability 
and relative scarcity of the lines we are offering, and their 
selectivity has been met with offerings of desirable mer- 
chandise.”’ (Textiles) 

* * 

“‘For some time our customers have been more careful in 
selecting the proper machines for their work with a view to 
obtaining the best cost-reducing machines—machines that 


are faster, more convenient to operate, and more foolproof.” 
(Machine tools) 
* * * 

“Competing manufacturers hereabouts have had some 
cancellations brought about in practically every instance 
by the fact that they had accumulated enormous backlogs 
and were one and a half to two years behind acceptance of 
orders in making shipments.” (Mining and quarrying) 


* * * 


“arly in the year a number of cancellations were received 
representing the abandonment of various housing develop- 
ments and plant expansion projects.” (Cement) 


NEW ORDERS AND SHIPMENTS 


The relationship between new orders and shipments 
during the coming six months is expected to reflect the 
lessening of demand and more cautious buying typical 
of the market today. While in some industries new 
orders are still tightly controlled and sales are made 
on an allotment basis, approximately half the reporting 
companies expect shipments to run ahead of new orders. 
Only 10% expect new orders to be in the lead. Inasmuch 
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as the majority of manufacturers entered the second 
half of the year with a substantial volume of unfilled 
orders, however, not much drop in shipments will nec- 
essarily follow. For some producers, backlogs are suffi- 
cient to support operations at capacity for many months 
ahead, although it is not always certain the extent to 
which duplications are present. The trend in backlogs, 
moreover, has been downward in many instances and, 
with shipments forecast as running ahead of new orders, 
this drop is expected to continue. Comments illustrat- 
ing executives’ views on backlogs, shipments and new 
orders follow: 


“Our backlog of unfilled orders has been reduced by more 
than 40% since January, with much of this a result of can- 
cellations. However, backlogs still exceed normal levels 
measured in terms of 1940. We expect new orders to run as 
much as 25% under shipments during the next six months 
and possibly more.” (Machine tools) 


* * * 


“There is quite a contrast in the volume of new orders 
from the different industries with which we do business. 
Orders from oil-marketing and automotive service industries 
have declined substantially in recent months and the trend 
is still down. During the same period, there has been only 
a slight decline, if any, in the volume of orders for labor- 
saving equipment, sold to industry generally.” (Industrial 


machinery—general) 
Pie? i: 


“Shipments in the second half of 1947 will probably be 
25% higher than in the first half, but new orders will be 
20% less than those received in the earlier period. Operating 
at this rate, it will take at least eighteen months to get our 
backlog down to the level of normal or prewar operations.” 


(Electrical machinery) 
* * * 


“All our major products are still being sold on an allo- 
cation basis, with orders substantially ahead of present 
production. In the household refrigerator line our customers 
are taking everything we can ship them. There is some 
indication in the commercial refrigeration field that pipe 
lines are becoming filled.” (Electrical appliances) 


INVENTORIES 


Current inventories are not regarded as dangerously 
high by the majority of executives replying, although 
virtually all are more inventory conscious than during 
the war. The principal problem facing producers today 
in relation to inventories is their unbalanced state, and 
many report that their inventory policy is being care- 
fully reviewed as a first step toward eliminating possible 
excesses. In the case of items such as steel, coal, petro- 
leum, and other materials or parts which are still criti- 
_ cally short, the major concern, of course, is obtaining 
a sufficient supply to continue operations. For these 
materials, the general rule is to buy as much as possible. 
For other materials which are gradually becoming more 
abundant, producers report that they are reinstating 
“normal” or peacetime inventory controls and are con- 


stantly checking on lead times necessary with a view to 
cutting forward buying to a minimum. 

However, while greater conservatism is recommended 
by a large number of executives, some difference of 
opinion does exist as to whether it is wise at this time 
to cut inventories to a minimum and risk possible future 
production delays or whether it may not still be prefer- 
able to maintain somewhat greater than minimum re- 
quirements as an insurance against future production 
delays in case of strikes or other unforeseen difficulties. 
Much of the caution evident in the replies stems from 
the fear of inventory losses which could result should 
prices recede suddenly from their current high levels. 

Examples of the problems besetting industry and the 
solutions some executives have found to these problems 
are illustrated in the followimg excerpts from replies. 


“Both our raw materials and our work-in-process inven- 
tories are greater today than in any previous peacetime 
year. This results partly from inflated prices, partly from 
buying in anticipation of further price increases and partly 
from the fact that our production is about 50% higher than 
in any prewar year. We have made no significant changes 
in our buying policy, except that we are purchasing only 
for current needs in so far as possible.” (Foundry) 


Ko hee 


“Our company has been confronted with inventories still 
somewhat in excess of the levels desired to reflect proper. 
turnover. This condition has been caused in part by the 
fact that we are converting to new and improved electrically 
controlled equipment. As these units become mass-produc- 
tion items and older items are eliminated from our lines, 
our present problems in connection with large inventories 
are expected to be eliminated. In January we inaugurated 
a plan to curtail purchases of those items needed for the 
production schedule approved by our board. A careful 
study has been made and is continuing to be made of the 
minimum stocks with which we can operate. An over-all 
concentrated program to reduce inventories has been undér 
way during this purchase curtailment program.” (Indus- 
trial machinery—specialized) 


* * * 


“The only important inventory problem we have is how 
to accumulate any. Small steel wire is about as scarce as 


sheets.” (Hardware) 
* * * 


“We plan our business on the basis of running inventories 
and our purchases have been in line with current needs 
without speculation. Because of this we are making no 
significant changes in our buying policies. In our own busi- 
ness we have eliminated the use of escalator clauses in our 
sales terms and have resumed normal manufacturing risks 
once more. We hope that our sources of supply will adopt 
similar procedures in the near future.” (Hardware) 


* * * 


“The most significant inventory problem confronting us 
also confronts all other manufacturers, namely the increased. 
number of dollars necessary to finance a normal physical 
inventory.” (Steel) 


July, 1947 


“The only inventory problem which confronts us is that 
of unbalance. It is impossible to obtain certain types of 
steel in sufficient quantities to match all materials on hand.” 
(Automobiles and equipment) 


* * * 


“Tn line with our policy of holding raw material inven- 
tories to the lowest practical levels consistent with market 
and delivery conditions, we have recently reduced our 
quotas for raw material balances in relation to anticipated 
use. This action reflects improvement in deliveries of in- 
coming raw materials and a continuation of this 
improvement. 

“With respect to our replacement market, a sharp falling 
off of incoming orders occurred more abruptly than it was 
possible to reduce our incoming commitments, with the 
result that temporarily our inventories of finished parts are 
higher in relation to requirements than we regard as normal 
or desirable. It will probably take several months. to work 
these inventories back to normal but we do not consider 
this a serious problem.” (Automobiles and equipment) 


* * # 


“After six years of sellers’ markets of varying intensity, 
we felt strong efforts should be made to bring about more 
normal buying practices. As a result, several months ago 
we made significant changes in our buying policies which 
can best be described as a ‘tightening all along the line.’ 
We have shortened our commitments by reducing the period 
of advance buying wherever practicable. We have insisted 
upon firm prices to replace the open price practices of many 
sellers. Where escalator clauses have been demanded, 
we have requested that they be ‘two-way escalators’ to 
protect the buyer on the downside. Our inventories are 
being carefully studied with a view to making reductions 
wherever conditions indicate this to be desirable.” (Commu- 


nication equipment) 
* * 


“During the war we had to buy from sources of supply that 
could deliver the materials we needed but the time has 
come for us to check prices, deliveries and terms most 
carefully. We believe that, if and when commodity prices 
are reduced, we will experience substantial inventory losses, 
and we have provided fair reserves out of profit to take 
care of this adjustment.” (Automobiles and equipment) 


* * * 


“Our chief inventory problem is the amount of capital 
tied up in inventory compared to the investment before the 
war. As far as our suppliers are concerned, we must accept 
delivery of materials as they are available, and from our 
customers’ standpoint they would like us to store the fin- 
ished material until they are ready to bring it into their 
own factories.” (Automobiles and equipment) 


* * * 


“Our company has made a review of all purchase commit- 
ments and recently canceled a number of orders where it 
was apparent the parts would not be needed or the amount 
of the order was excessive. We are still faced with a definite 
problem, however, because, in spite of these cancellations, 
our inventory of work in process is still increasing month 
by month. A sudden drop in business could be disastrous 
under these conditions.” (Communication equipment) 
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“Inventory problems facing the oil business today are 
quite the reverse of those facing certain other industries. 
Instead of dealing with an unduly heavy inventory account, 
our business must make every effort to build inventories of 
heating oils in preparation for the coming winter.” (Pefro- 
leum and products) 


* ok Ok 
“The buying policy of our company has tended more and 
more to a hand-to-mouth basis. We expect this policy to 
continue during the second half of 1947 with the following 
exceptions: Where supply is currently adequate but there 
is hazard of interruption of supply from strikes, we are 
willing to carry a larger than normal inventory; and where 
other industries have developed new uses during the war 
for raw materials and where their requirements are unlikely 
to be fully satisfied in the near future, we are likewise willing 
to carry larger than normal inventories.’ (Chemicals) 


GENERAL OUTLOOK 


Opinions as to the general outlook for business during 
the coming six months vary considerably, but many 
businessmen would not be surprised by a general busi- 
ness recession later in the year, as indicated by the fol- 
lowing excerpts from letters received. The extent of this 
recession, and average views on it are included to pre- 
sent an over-all view of industry’s opinions. 


“There are many indications that the long-heralded re- 
cession is starting. Whether this recession will go beyond 
the soft goods industries remains to be seen. My personal 
opinion at the moment is that it will not and that the 
general index of capital goods industries will remain about 
constant.” (Instruments and controls) 


* * * 


“This is the first year since the war in which our business 
has been subject to seasonal variations similar to the pattern 
before the war. In 1946, such variations failed to materialize 
because there was such a scramble by customers and manu- 
facturers to fill up their pipe lines and be in a position to 
hold their customers against invasion by contemporaries. 
This condition was one of the biggest factors in bringing 
about the over-extended inventory prevailing at large 
today. We are confident that the next two or three years 
at least will provide a sound volume of profitable business 
without any extreme recession. It is neither sound nor 
natural to expect business, as far as order backlogs and lack 
of competition are concerned, to continue as it was during 
1946.” (Air-conditioning equipment) 

* * * 


“We believe that there will be some slackening in general 
business during the next six months, but we do not expect 
it to be severe.” (Steel) 


“We are expecting a decline in general business activity 
during the latter part of 1947 and the early part of 1948, 
with a rise after that so that the year 1948 as a whole will 
not be too bad.” (Air-conditioning equipment) 


* + * 


“Never in our business experience has business been so 
good and the outlook so dismal.” (Electrical machinery) 
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“We have been watching the trend of buying and credits 
very closely for some months and have a feeling that we 
are near the bottom of the recession. However, we are con- 

' fident that this is not fully realized by the public.” (Office 
equipment) 
* * 


“Over the next six months or more I think the general 
business pattern is likely to be spotty with some lines or 
industries suffering a temporary recession, while others will 
continue at a high level of production. Many lines of con- 
sumer goods appear to be adversely affected already.” 
(Miscellaneous metals) 


* * * 


“Tt is our feeling that we are arriving at a period of 
normalcy. Supplies are catching up with demand and com- 
petitive conditions exist in many lines. The pent-up demand 
for goods, capital and consumer, is not satisfied domestically 
yet and the export market is unlimited if dollar exchange 
can be made available. As and if conditions settle down just 


Business Forecasts 


N ECONOMIC survey recently conducted by Dun 

and Bradstreet for the Congressional Joint Com- 

mittee on the Economic Report reveals that a majority 

of the 583 business leaders at the time of this inquiry 

(late spring) anticipated a mild recession in the latter 
half of this year. 

More than half of the persons responding forecast 
higher output per man hour, higher unit labor costs, a 
slight decrease in employment, a decrease in hours per 
week, high dollar volume of inventories, more plant 
capacity and lower profits. It was generally agreed that 
prices would fall and wage rates rise during the last half 
of the year. Says Senator Robert A. Taft, committee 
chairman: “The survey shows that everyone is opti- 
mistie about his own business, but thinks the rest of the 
world is going to hell, Among producers of consumer 
durable goods, 93% of the participants anticipated an 
increase in unit volume net sales (compared with the 
second half of 1946) in their own business, but only 
56% in the industry, and 25% in industry generally. 
(See table.) Similarly, profits as a percentage of net 
sales are expected to increase by 33% and 40% of those 
polled in the durable finished producers’ and consumers’ 
goods, respectively; for the industry as a whole, the 
percentage is considerably smaller, 24% and 29%, 
respectively. (In answer to the profits question, 42 and 
15 replies were tabulated on the correspondent’s own 
company; 21 and 7, on the industry.) 

Responding to the survey were 176 persons engaged 
in manufacturing, 14 in mining, 19 in construction, 38 
in utilities, 21 in service industries, 38 in finance and 
insurance, 39 in wholesale trade, 69 in retail trade, 101 
in farming, 14 in labor, 19 newspaper editors, and 35 
economists. 


reasonably both here and abroad, the country should have 
a number of good, not necessarily exceptional, years.” 
(Nonferrous metals) 


* + *€ 


“T am expecting a drop in industrial output of more than 
recession proportions to start in the third quarter of 1947. 
In my opinion, certain barometric commodity prices provide 
a significant indication of trends. Foreign copper prices 
have been weak as have copper, lead and zinc scrap prices; 
silver prices are reaching new lows every day; prices of fats 
and oils are at about the year’s low; rubber prices have been 
weak as have prices of rags and waste paper; even wheat 
prices have penetrated important resistance points. All in 
all, the commodity price situation is too reminiscent of the 
second quarter of 1920.” (Chemicals) 


Henry E. Hansen 
Heten A. WINSELMAN 
Division of Business Practices 


Although the survey is not regarded by the committee 
as a true poll of public opinion, since those questioned 
were predominantly heads of large firms, Mr. Taft felt 
that the survey would prove valuable as a supplement 
to the committee’s hearmgs which began June 23. 

Charles E. Wilson, President of General Motors, was 
the first witness. There is “no fundamental reason—if 
the American people are willing to work for things they 
want—why we should have a depression.” The auto- 
mobile industry alone, he told Congress, can underwrite 
a high level of industrial activity for several years. 
“Pessimistic talk [in Washington] about prices being too 
high is a disturbing influence,” he added. 

The “exorbitant level of construction costs” is the 
most unfavorable factor on the domestic scene, S. Sloan 
Colt, President of the Bankers Trust Company, told _ 
Congress. He sees no decline comparable to 1920-21. 

Hearings will be held through mid-July and on the 
basis of the testimonials of industry, finance, agriculture 
and labor as well as the questionnaires, Congress will 
determine prospects and policies for the near future. 


NEW YORK SPOT SURVEY 


A rather optimistic outlook was reported by manu- 
facturers of five major industries in New York City in a 
spot survey conducted by the Commerce and Industry 
Association of New York. 

To the question: “‘What is the outlook for your com- 
pany’s business during the second half of 1947 ?” 38.8% 
of the 58 firms queried anticipate an increase over the 
first six months, 35.2% no change, and 22.38% a de- 
crease. The major industries included clothing, metal 
products, paper and printing, radios and foods and 
beverages, of which the latter two were most promising. 
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‘The reasons for optimism included normal seasonal in- 


crease, introduction of new items, greater sales effort, 


and new outlets. 

The radio executives were in agreement on the ex- 
pectation of a 20% to 50% increase in the work force 
during the second half of the year. In all, only 24% 
expect to decrease their employment force. 


RECESSION: WHEN? HOW GREAT? 


While some economists continue to deny the possi- 
bility of a recession, others contend the recession has 
already started. Raymond Rodgers, New York Uni- 
versity professor, said late in May: “. . . beyond 
question, the long-advertised recession is here.”’ Richard 

' Samuel Reynolds, head of Reynolds Metals Company, 
believes that we may escape the recession. He has 
recently expressed the view that with income being 
what it is today, no substantial decline would seem 
possible. Likewise, in the July letter, the National City 

_ Bank argues that since the business downturn is stag- 
gered, the long-advertised recession “‘is slow to develop.” 
The major heavy goods industries prosper, and demand 
continues strong. It would, therefore, seem unlikely for 
a recession of appreciable proportions to develop. 

A period of business adjustment or correction is either 
already here or it is just around the corner, G. Rowland 
Collins, who is Dean of New York University Graduate 
School of Business Administration, said late in May. 
He estimates that during 1947, the Federal Reserve 
Board’s Index of Industrial Production, (1935-39 = 100) 
will not drop below 160. The index in May stood at 
186. The wholesale price index, he believes, will fall 
15% to 20% from the recent peak. 

Alonzo B. May, Denver University professor, at 


about the middle of June expected to see a corrective 
price decline of 10% develop within the coming eighteen 
months and unemployment to increase to five million 
by the end of the year. He foresaw no serious depression 
until 1950. 

David M. Meeker, President of the Purchasing 
Agents Association of New York, thinks that “although 
it is necessary for prices to come down, it does not follow 
that we must have a severe or a lengthy recession.” 


MISCELLANEOUS 


A gross national product of $172 billion in 1950 was 
estimated by the Department of Commerce in recent 
hearings before the Senate Public Lands Subcommittee. 

According to Standard and Poor’s, the outlook in 
Washington is for an $8 billion decrease in farm income 
in 1948 from peak levels of $25 billion expected this year. 

Ten billion pounds of fats and oils will be produced 
from domestic materials in 1947-1948, according to the 
Agriculture Department, compared with 9.4 billion 
pounds in 1946-1947, and 11 billion pounds, the peak 
reached in 1943-1944. Prices are expected to average 
lower than last season, but above prewar levels. 

“‘Ample steel will be available to satisfy the needs of 
the country” by the end of this year, Wilfred Sykes, 
President of the Inland Steel Company, testified before 
the Small Business Subcommittee in mid-June. 

Burnham Finney, editor of American Machinist, looks 
for more machine-tool orders in 1948 than in 1947. He 
expects that the volume of business in 1949 will be 
“fairly good’? and “not too far below the present 
volume.” 

Rose Natpicu 


Division of Business Economics 


EXPECTED CHANGE IN PHYSICAL OR UNIT VOLUME OF NET SALES, SECOND HALF OF 1947 
COMPARED WITH SECOND HALF OF 1946 


Source: Dun and Bradstreet 


In Your Company 


Group Replying 


Manufacturers 
Producers’ goods: 
Pryrable finished |. 5225.4... oe a 
Durable, semifinished.............. 


Mime vextractive:... 60.065... b esse. 
eMIRUMMEINO TI rt ta hfe 25 5 ews ee 

rtation, communication, utilities. 
Service industries..................... 


UME Pe x fac nara so) Sip ¥ chamte ate Re LSS 


aNot asked. 


. 


In Your Industry In Industry Generally 


Per Cent Expecting 


Per Cent Expecting Number 


g Replying 
Increase No Decrease} to This | Increase No Decrease 
Change Question Change 

35 17 48 23 26 9 65 
62 19 19 12 25 0 15 
27 33 40 12 17 8 75 
56 33 11 8 25 25 50 
37 21 42 46 34 7 59 
45 22 33 7 43 14 43 
53 7 40 14 64 14 92 
73 9 18 18 28 5 67 
27 27 46 13 $1 15 54 
50 50 0 14 14 a2 64 
24 10 66 19 21 21 58 
20 20 60 36 28 8 64 
15 53 32 50 40 42 18 
25 25 50 5 20 40 40 

a a a 24 25 8 67 
57 29 14 8 63 12 25 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1946-47,” page 108) 


1946 Percentage Change 
Item May, Ist 5 Months 
May April March February ee 1d Pn 
1947 1947 
Industrial Production 
poral CORB) 0S) nue tetuisee er 1935-39=100 |] p 186 |r 186 190 189 159 0.0 +17.0 +16.9 
Manufacturing (FRB) (S)........]] 1935-39=100 || p 192 |r 194 198 197 167 -1.0 +15.0 +17.3 
Durable goods (FRB) (S).......|| 1935-89=100 ] p> — 220 229 225 229 175 0.9] +425.7] +480.3 
Bical, th oh MOSS cence 000 net tons |p 7,383 |r 7,043 7,307 6,422 4,072 +4.1 480.1 462.7 
Pig irons wy, 23.6 sot 000 net tons 5,081 4,830 5,123 4,550 2,444 +5 .2 +107.9 +72.8 
Copper (refined)..............|] net tons 110,670 107,270 88,131 77,591 20,551 +3.2 |] ‘4438.5 | +159.7 
Head, (refined) -fsmneacc ones net tons 53,822 53,424 51,239 44,053 19,530 +0.7 +175.6 +53.8 
INC (Slab) oases pete ee oe net tons 73,970 73,891 75,376 65,198 62,416 +0.1 +18.5 +12.0 
Glass containers.............- 000 gross n. a. 10,317 10,582 9,281 9,555a ~2.5b +8.0¢ +7.9d 
Pimberk ooo eae ete? million bd. ft. n.d. 2,732 2,578 2,403 2,538; +6.0b +7.6¢ +16.5d 
Machine tools!...:.......%... 000 dollars p 25,791 |r 26,857 29,012 26,765 26,580 —4.0 -3.0 -3.1 
Machinery (FRB)...........- 1935-39=100 ||p 973 |r 275 asi {r 277 230 0.7]. +18.7| +29.6 
Transportation equip. (FRB). .|| 1935-39=100 |! p 233 237 237 233 | r 239 -1.7 2.5 +5.1 
Automobiles...........-..+++ units n.a. |e 316,000 | 302,954 | 263,998 | 150,206 +4.3b] +110.4c] +223.4d 
Nondurable goods (FRB) (S)....|| 1935-839=100 |p  170|r 172 176 176 161 -1.2 +5.6 +6.3 
Gottion™ We oy ae kals omens te le bales 827,234 882,880 875,124 840,463 871,470 6.3 -5.1 +8.0 
Wools Ave Seg oe eee: million pounds n.d. 72.1 62.9 64.9 64.3 +14.6b} +12.1¢ +9.0d 
Rayon'yarhts, 8. shoe ee million pound 60.4 ]r 60.0 60.0 56.3 56.8 +0.7 +6.3 +7.7 
Food prod., mfd. (FRB) (S). . .]| 1935-39=100 || p 154 |r 157 | r 158 |r 156 145 -1.9 +6.2 +2.3 
Chemicals (FRB) (S)......... 1935-39 = 100 Q51|r 51 a52 |r 252 231 0.0 48.7 +8.2 
Newsprint, North American. ..|| short tons 486,399 | 470,812 | 472,341 | 433,807 | 457,673 +3.3 +6.3 +8.8 
Paper cca wri. coe ee % of capacity 106.2 105.1 106.1 105.9 100.7 +1.0 +5.5 +4.9 
Paperboardi- pao. wets vee le % of capacity 101 100 101 103 94 +1.0 +7.4 +6.3 
Boots and shoes®..............|| thous. of pairs n.a. |p 39,481 |r 40,429 38,255 49,437 -2.3b -20.1e -12.7%d 
Cigarettes (small)............|| millions 25,068 | 27,493] 26336 | 26,338] 29,972 -8.8 -16.4 +2.3 
Mining: (ERB) (S)iees..00.00008s 1935-39=100 |] p 152 |r 142 148 146 | r 115 +7.0 +32 .2 +15.0 
Bituminous coal............-. 000 net tons n.a. |p 41,120 55,375 51,400 3,506: -25.7b| +1,072.8¢ +25.3d 
Anitliracite:, spray actk cui. 000 net tons na. |r 4,279 4,967 4,240 5,084 -13.96 -15.8¢ -8.4d 
Crude petroleum!............. 000 barrels n.a. 4,974 4,908 4,810 4,673 +1.36 +6.4¢ +5.1d 
Electric Powerliic Paco aceec ah es million kwh 4,596 4,656 4,758 4,788 3,907 -1.3 +17.6 +18.5 
Coustruction®.5 cues aces eee: 000 dollars 674,657 602,338 596,755 442,197 952,418 +12.0 29.2 1.1 
Heavy engineering—Public’........ 000 dollars 46,466 60,201 28,592 31,981 46,529 —22.8 -0.1 +16.4 
Heavy engineering—Private’....... 000 dollars 56,466 53,417 71,512 57,142 65,520 +5.7 -13.8 3.2 
Distribution and Trade 
Carloadings, total®*,.............- thousand cars 875.1 820.4 826.4 798.2 648.0 +6.7 +35.0 +16.3 
Carloadings, miscellaneous™*....... .|| thousand cars 381.0 384.9 $80.5 361.0 $25.5 -1.0 +17.0 +11.6 
Retail trade (NICB) (S)........... 1935-39 = 100 n.a. |p 288.3 288.5 283 .2 226.3 -0.1b +27 .4c +25.3d 
‘Department store sales (S).........|} 1935-39 =100 291 r 276 275 269 258 +5.4 +12.8 +10.5 
Variety store sales (S)............. 1935-39 = 100 n.a. |p 205.4 198.3 191.8 181.8 +3.66) +13.0c +8.1d 
Rural retail trade (S).............. 1929-31 =100 na. |p 334.6 376.9 345.6 308.7: -11.2b +8. 4c +13.5d 
Grocery chain store sales (S)*....... 1935-39 = 100 m.a. 1p $13.8 312.2 309.9 213.2 +0.4b +47.0c +41.9d 
Magazine advertising linage....... .|| thous. of lines 4,332 4,703 5,102 4,580 427.1 -7.9 +1.4 -0.1 
Commodity Prices 
All commodities (BLS)®............|] 1926 =100 p 146.9] p 147.7 149.5 144.5 111.0 0.5 +32.3 +34.0 
Raw materiala ae .< ie wc p2.0ce oni 1926 =100 p 158.6|]p 160.1 163.2 154.9 123.6 -0.9 +28.3 +30.7 
Semi-manufactured articles....... 1926 =100 p 143.2 )p 144.5 145.9 142.1 101.9 0.9 +40.5 +43 .0 
Manufactured products®..........|] 1926=100 p 141.7] p 141.9 143.3 139.7 106.1 -0.1 +33 .6 +34.6 
Harm: products... 0.0 ak escesss 1926=100 p 175.7 |p 177.0 182.6 170.4 187.5 -0.7 427.8 +30.5 
OOS Ao 5, Shas cane Mette cis ao site oe 1926 =100 p 159.8|p 162.4 167.6 162.0 111.5 -1.6 +43.3 +47.8 
Sensitive industrial (NICB)*........ 1929=100 148.2 153.0 151.5 146.5 98.1 -3.1 +51.1 +53.9 
Sensitive farm (NICB)®............ 1929=100 196.9 195.8 202.9 184.5 138.7 +0.6 +42.0 +40.9 
Retail’ prices: 1225.40 2 ange ced aicea 1935-39 = 100 n.a. W711 |r 177.2 172.7 144.8 —0.1b} +422.3cl +421.8d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 115.2 119.3 123.7 198.7 154.3 -3.4 25.3 -16.8 
Industrials 5%.4.tmtie seis a 1935-39 = 100 119.0 123.1 127.7 132.6 158.8 3.3 -25.1 -16.2 
Aron aster chat ceteine oaiactets 1935-39 = 100 95.1 102.2 109.9 118.8 157.2 -6.9 -89.5 -31.7 
Htilities.s nitaoes akc pout nee 1935-39 = 100 102.0 104.6 107.3 111.4 129.3 2.5 -21.1 -14.6 
Total no. shares traded N. Y.Stock Ex.|) thousands 26,864 | r 29,003 25,218 32,468 45,555 -7.4 -41.0 -41.0 
Corporate bond yields (Moody’s). . .|| per cent 2.79 2.78) 2.79 2.78 2.71 +0.4 +3.0 +3.6 
Financial Indicators 
Bank debits, outside New York City million dollars 47,459 46,910 49,962 43,206 42,433 +1.2 +11.8 +14.8 
New capital corporate issues........ 000 dollars 211,877 375,689 809,822 128,344 183,984 43.6 +15.2 +62.9 
Refunding issues.................. 000 dollars 317,498 73,214 139,824 $0,924 671,104 +333.7 -52.7 -62.0 
Comm., industrial and agric. loans®, ,|| million dollars 10,780 11,064 10,986 10,652 7,468 2.6 +44.3 +45.2 
National income payments.........|} million dollars n.a. 14,059 |r 14,686 13,467 12,960: -4.30 +8.5¢ +10.4d 
Money in circulation, end of month.|! million dollars |} p 28,217 |r 28,114 28,230 28,304 28,120 +0.4 +0.3 +1.0 


_ .SAdjusted for season variation 1Shipments 2Consumption; cigarette consumption measured by tax-paid withdrawals 

in data prior to 1944 ‘Average daily ‘Average weekly 6F. W. Dodge ener: News-Record—average weekly 8Grocery and combination chain store sales 

September, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the Janu- 
indexes for All Commodities and Manufactured Products would have been 139.5 and 183.5 respectively; February, 142.6 and 186.7; March, 147.6 and 140.2; April, 145.8 and 138.9; 

vg 145.0 and 188.7. 3040 centers aApril, 1946 bPercentage change, March, 1947, to April, 1947 ePercentage change, April, 1946, to April, 1947 dPercentage change, 

A pasties, 1946, to 4 months, 1947 — eEstimated n.a.Not available pPreliminary rRevise *Value as traffic indicator subject to variations in length of haul and amount 

loaded, 


Excludes reconstructed government shoes included 
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Durable Inventories and Shipments Increase 


ANUFACTURERS’ inventories are tending to 
level off. Since stocks have been purchased at 
increasingly higher costs, the actual accumulation of 
physical inventories is not necessarily indicated by the 
current increases in dollar values which have been at 
a monthly rate, since October, of between $300 and 
$400 million. 


SHIFT IN IMPORTANCE 


The importance of the three types of inventories has 
shifted since the first of the year. Many plants have 
reached or are nearing a balanced operating minimum 
in raw materials, which in the last half of 1946 rose 
about $1.6 billion. During the same period goods-in- 
process increased $600 million, and finished goods inven- 
tories $800 million. However, goods-in-process and 
finished inventories have accounted in recent months 


for the bulk of the monthly increments in inventory 
values. 

Concurrently with the continued increase in value 
of inventories, sales advanced $170 million. In general, 
the durable goods industries with the largest relative 
expansion in value of sales also reported the largest pro- 
portionate increase in value of stocks. In contrast with 
the upward trends demonstrated by the durable goods 
industries, the nondurable goods group reported a 1% 
increase in the value of inventories and a 4% decline in 
shipments. 

According to available prewar information, a peace- 
time characteristic of these industries has been a taper- 
ing off of activity in the early months of the year. 


Anita R. Koprtson 
Division of Business Economics 


MANUFACTURERS’ INVENTORIES, SHIPMENTS AND NEW ORDERS 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


Percentage Change 


1947 1946 tee nee ee ee 

Item March, 1947 Pea 1946 

April March! February! | January || December | November April April, 1947 | April, 1947 
MIM ONUONER It ictercn.d cj2 cae core ott fue ase 921 Qi7 213 209 204 200 169 +1.8 +30.8 
META DIET GIGUS Aotcraictors =o) eha'ecclecis closes aro eet t 244 238 932 226 220 Q15 182 +2.5 +34.1 
Automobiles and equipment............. 303 294 284 269 256 259 229 +3.1 | +36.5 
Transportation equipment (except autos) 924 897 860 816 819 781 593 +3.0 +55.8 
Tron and steel ce products4hc cose ons 144 143 142 140 138 137 120 +.7 +20.0 
Nonferrous metals and products.......... 186 184 182 179 166 167 145 oe Ue +28.3 
Machinery, including electrical.......... 326 316 306 299 290 284 Q41 +3.2 +35.3 
INONGUTAING MOOS! A o..ccluaw's Sil caac’eeeies's 201 199 197 195 190 187 159 +1.0 +26 .4 
Chemicals and allied products............ 220 211 204 199 195 185 167 +4.3 | +31.7 
Food and kindred products.............. 198 202 203 206 202 199 157 -2.0 | +26.1 
Paper and allied products................ 200 196 192 187 185 183 162 +2.0 +23.5 
Petroleum refining. .2055).s.5.sc0 ds acces eves 139 136 133 134 133 134 114 +2 .2 +21.9 
Textile-mill products.................... 187 182 178 177 174 173 153 42.7 +22 .2 
Moy cong Ss nie os Joe bs 03 286 289 290 274 276 267 206 -1.0 | +38.8 
Durable goods...........00.ccceeeeeeeees 322 314 311 292 292 278 2038 || +2.5 | +58.6 
Automobiles and equipment............. 283 276 267 246 255 235 134 +2.5 |+111.2 
Transportation equipment (except autos). 611 547 567 572 561 503 647 |] +11.7 | 411.7 
Tron and steel and products.............. 266 262 256 246 232 237 186 +1.5 +43 .0 
Nonferrous metals and products.......... 375 366 366 335 340 319 185 +2.5 |+102.7 
Machinery, including electrical........... 369 364 364 326 346 315 222 +1.4 | +66.2 
PRONGUEADIE POOdS...5 4. 6515 vic cece ee cen ees 261 Q71 Q75 260 | 266 260 208 af +25.5 
Chemicals and allied products) y.vey-ie da sete QT4 Q7T7 O77 264 255 250 Q21 -1.1 +24.0 
Food and kindred products.............. 280 301 309 291 306 806 213 -7.0 +31.5° 
Paper and allied products................ 273 267 273 255 248 242 200 +2.2 | +86.5 
Petroleum and coal products............. Q37 234 229 224 232 219 173 +1.3 +37.0 
Textile-mill products.................... 207 223 228 213 219 221 197 —T32 +5.1 
oo AU ae SS Se eee ae 240 249 254 240 Q41 233 203 -3.6 +18.2 
RE INAMEPSOUE 0552 oo. nasi’ ayers Dios ace indore 278 287 295 270 Q71 254 219 -3.1 +26.9 
Tron and steel and products.............. 312 318 $27 295 294 Q74 240 -1.9 | +30.0 
Machinery, including electrical........... 309 336 344 308 326 314 269 -8.0 | +14.9 
BUANTAD IO; SOOUS. 55050 che sae ctocacb. wi dle Oe 5 oon 218 225 229 229 293 221 194 -3.1 | +12.4 


1Revised 
*Figures relate to the end of the month 
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Survey of Business Practices: 


Excerpts from Replies to Survey of 


Business Practices 
(See article on page 203) 


PRIMARY PRODUCTS 
Nonferrous Metals and Products: Recession in Sales 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “About the same, or perhaps 10% greater” 
“may be reduced by perhaps 10%” “Tecession taking 
place in our business.” 


Customers’ attitudes—“Ordering in smaller quantities, and 
much more selective as to sources” “reducing inventories” 
“questioning prices and deliveries; do not care to have us 
anticipate shipments” “withholding purchases in antici- 
pation of better prices.” 


Cancellations—‘Tncreased considerably in last two months” 
“substantial quantity of unentered or unscheduled orders 
canceled.” 


ee ae re but still larger than normal” . 
“decreasing” . “will not disappear for at least six months.” 


New orders ae shipments—“New orders somewhat less than 
shipments” “new orders 50% of shipments.” 


Buying policies and inventory problems—“Much more con- 
servative, no longer necessary to buy so far in advance” 
“no significant changes; except to operate on somewhat re- 
duced inventories.” 


Petroleum and Products: Orders on Day-to-day Basis 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “Value, 8.6% greater; volume, 1.2% below” 
“much the same” “will tax capacity” “continued 
demands.” 

Second half of 1947 compared with corresponding period in 
1946: “Value, 28.7% above; volume, 12.6% above”... 
“possibly in excess” . “about 15% higher.” 


Customers’ attitudes—“‘No significant changes” . . . “‘anx- 
ious to buy far in advance and not so much concerned about 
price”. . . “not holding off making commitments.” 


Cancellations—“Have little significance”’. . . “no evidence.” 


Backlogs—“Tnapplicable” . . . “not a factor”. . . “never 


have any.” 
New orders and shipments—“Orders on day-to-day use 
basis” . . . “entirely on a current basis.” 


Buying policies and inventory problems—‘Using considerable 
pressure toward complete elimination of escalation; making a 
strong effort to revive price consciousness among our buyers; 
watching our inventory position more closely” 
nificant changes; inventory problems nonexistent” . . . “no 
change; inventories just at working levels” “only problem 
maintaining working inventories” “making every effort 
to build inventories.” 


Steel: Sales"Steady 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “About the same”. . . “not much variation” 
“about equivalent” “no great change” “a moderate 
decline of perhaps something over 10%” “Sf no general 
recession develops, not more than 10% lower; if a general re- 


cession develops, down 10% in third quarter, 30% in fourth 
quarter.” 

Second half of 1947 compared with corresponding period in 
1946: ‘10% higher” . . . “unchanged” . “ahead because 


of coal strike last year” “substantial increase”. . . “no 
material change.” 


Customers’ attitudes—“No significant change except | for 
products where supply has caught up to demand” Pegi: 
change” “a, few special lines have eased off somewhat” 

“all becoming inventory conscious and buying only suffi- 
cient to bring inventories to a normal basis” “Seducing 
inventories” . “decreasing inventories.” 


Cancellations—“None” . “not a great many” 
“large, owing to cutbacks of pyramided orders” . . 
serious” . “beginning in late March up sharply.” 


Backlogs—“Only accepting orders for quarter-year periods” 
... “unchanged” . “no decline” “down”. . . “large 
for items still short decline for materials in which supply has 
caught up”. . . “down.” 


New orders ey shipments—“New orders available in excess 
of our ability to supply” “new orders keeping pace with 
output”. . . “expect. backlog to start dropping i in last quar- 
“decrease in incoming orders” “new orders 
about 20% less than shipments”. . . “will ship more than we 
book.” 


Buying policies and inventory problems—‘‘Purchasing mate- 
rials only for current needs” “no significant changes 
and no important inventory problems” “trying to keep 
inventory normal and adjusted to deliveries” . no signi- 
ficant changes” “striving to control inventories to meet 
rapidly fluctuating product demand; problem in increased 
number of dollars required to finance a normal inventory” 

“Teducing inventories” . “stocks of finished goods 
being maintained consistent with customers’ hand-to-mouth 
buying.” 


not 


METAL MANUFACTURES 
Automobiles and Equipment: Demand Holding Up 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “Approximately 50% increase resulting from im- 
proved delivery of sheet steel plus a price increase” . . . “rise 
approximately 10%” “cannot increase greatly because 
of inability to obtain more steel” . “no material softening 
in demand”. . . “approximately the same” . “about the 
same or slightly less” “may decrease 15% to 20% owing 
in part to the vacation period, to a reduction in volume of busi- 
ness and to price reductions” . “down because pipe lines 
filling and some consumer resistance to prices.” 

Second half of 1947 compared with corresponding period in 
1946: “Increased by more than 30%” “approximately 
the same.” 


Customers’ attitudes—‘‘Forward buying for inventory by 
dealers dropping as more prompt deliveries available” 

“more cautious; buyers feeling out the market” . . . “no — 
change whatever” “dealers still want all the cars they — 
can get” “no significant changes” . “schedule steel 
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sions resulting from steel shortages” . . . “sharp and stiff 
resistance to any price increases and considerable pressure for 
firm prices for a quarter or longer.” 


Cancellations—‘‘Some, immediately followed by new orders 
spread over a longer period” . . . ‘‘some, largely replaced by 
new orders”. . . “increasing”... “nominal”. . . “substan- 
oe in certain lines where there is considerable ‘water’ in back 
orders.” 


Backlogs—“Remain unchanged” . . . “much higher than 
normal”. . . “decreasing”. . . “‘on a normal basis within six 
months.” 


New orders and shipments—“Demand still in excess of 
production”. . . “close relationship.” 


Buying policies and inventory problems—“Where material 
abundant, reducing our supply about 25%; where still short, 
attempting to accumulate a bank’’. . . “unbalanced inven- 
tories because of difficulty in obtaining certain types of steel” 
. . . “no significant changes” . . . “recently reduced our 
quotas for raw material balances, reflecting improvement in 
deliveries” . . . “checking prices more carefully as well as 
deliveries and terms; if prices are reduced, expect substantial 
inventory losses and have provided reserves to cover this” 

. “material increase in capital tied up in inventory.” 


Electrical Appliances: Sales Controlled 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “At least a 25% increase”. . . “first-half production 
low owing to model changes and shortages of materials.” 

Second half of 1947 compared with corresponding period 
in 1946: “Up 87%; 1946 production adversely affected by 
steel and coal strikes; also newer models are higher priced.” 


Customers’ attitudes—‘More critical, shopping around more, 
and less forward buying”. . . “taking anything we can ship 
them.” 


Backlogs—‘“Only accept orders on a quarterly basis” . . . 
“above normal.” 


New orders and shipments—‘‘Still allocating orders” . . . 
“new orders will exceed our ability to ship.” 


Buying policies and inventory problems—‘‘Pressing suppliers 
for better and more consistent quality; resisting price in- 
creases; and less liberal forward buying. Serious unbalance 
of raw material inventories several months ago now being 
corrected” . . . “attempting to get suppliers to ship on sched- 
ule and canceling long-term commitments where supply 
situation is improving; major inventory problem one of 
balance.” 


Electrical Machinery: Second-half Sales Down 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “Twenty-five per cent below owing to 5% price 
reduction, customers’ shortage of steel and normal seasonal 
trend” . . . “decline in value”. . . “much less” . . . “ship- 
ments up 25% but incoming sales down 20%.” 

Second half of 1947 compared with corresponding period in 
1946: “Up 30% owing to more plentiful silicon steel and 
copper” . . . “down considerably” . . . “shipments about 
double; incoming sales about the same.” 

Customers’ attitudes—‘“More cautious” . . . “no change” 
. . . “attempting to balance inventories; refusing to accept 
shipments ahead of time; and more conservative in buying.” 

Cancellations—“Extension of delivery dates rather than 
cancellation”... “few”. . . “virtually none”. . . “some 
where excess amounts of material had been ordered in antici- 
pation of shipments greater than obtained.” 


_ Backlogs—‘“Declining since March 1947” . . . “about the 
‘Same as during the past year” . . . “larger than ever in our 
history” . . . “down but still substantially above normal.” 


0 


: 


New orders and shipments—“Shipments and cancellations 
exceeding new orders” . . . “production about keeping pace 
with orders coming in” . . . “shipments very greatly in excess 
of new orders.” 


Buying policies and inventory problems—“Reducing stock 
in an effort to hold inventories to 30-day supply as a result of 
improved deliveries; only problem keeping all items in balance 
with schedules” . . . “cutting back on some long-time com- 
mitments; also checking up and eliminating duplicate orders” 

. “no change;no problem”. . . “regard a reasonable excess 
of inventory as preferable to working too close and risking a 
chance of production interference; attempting to balance 
inventories.” 


Industrial Machinery—General: Sales Unchanged or 
Down 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “Little change” . . . “down about 25% owing to a 
falling off of the lines we sell through dealers and supply 
houses” . . . “approximately 20% below” . . . “20% below” 
. . . “down possibly 15% to 20%”. . . “down approximately 


15%” . . . “approximately the same” . . . “no appreciable 
change” . . . “remain steady” . . . “should be maintained” 
. “up 24%” . . . “increased 25%.” 


" ‘Second half of 1947 compared with corresponding period in 
1946: “Probably up about 20% resulting from increased vol- 


ume and an increase in prices” . . . “down 25%”. . . “about 
the same in dollars but physical volume down” . . . “drop of 


25%”. . . “decline approximately 15%” . . 
change”. . . “steady”. . 


_. - “no appreciable 
. “up approximately 34%.” 


Customers’ attitudes—“Recently objecting to escalator 
clauses” . . . “much more conservative; salesmen forced to 
work” . . . “more opposition to escalator clauses” . . . “our 
distributors influenced somewhat by fear of being caught with 
heavy inventories purchased at high prices” . . . “no decided 
changes” . . . “a number of fairly large projects have been 
abandoned or postponed” . . . “‘slowdown in buying for stock” 
... “no change”. . . “no significant changes” . . . “very 
slight and spotty indications of some resistance to higher 
prices” . . . “resisting escalator clauses.” 


Cancellations—“Increased above normal” . . . “down cur- 
rently compared with first quarter” . . . “up somewhat but 
not serious” . . . “heavy cancellations, cutbacks and post- 
ponements” . . . “down approximately 90% compared with 
a year ago”... “past the cancellation period” . . . “holding 
about level”. . . “not significant” . . . “practically nil”. . . 
“none”. . . “relatively few”. . . “practically none.” 


Backlogs—‘‘Declining, still-above normal” . . . “down but 
larger than normal”. . . “one and a half times what it has 
been ever before” . . . “decidedly decreasing, nevertheless 
three or four times normal” . . . “approximately 10% lower 
than a year ago but still double normal”. . . “large” , . 
“at an abnormal level” . . . “keeping in balance” . . . “re- 
mains normal”... “normal” . . . “very slightly downward 
but still large” . . . “decreasing slightly but still considerably 
above normal.” 


New orders and shipments—“Trend in new orders down” 
. . . “shipments exceeding new orders” . . . “shipments ap- 
proximately 15% to 20% ahead of orders” . . . “new orders 
somewhat less than shipments” . . . “new orders approxi- 
mately two thirds of shipments” . . . “shipments ahead of 
new orders” . . . “shipments exceeding sales” . . . “no mate- 
rial difference” . . . “‘shipments ahead of new orders”. . . 
‘new orders shipped as received” . . . “shipments 25% ahead 
of new orders.” 


Buying policies and inventory problems—‘“Buying as nearly 
as possible to meet actual needs; major problem an un- 
balanced inventory resulting from inability to control deliver- 
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ies from suppliers” “tightening up on buying; inventories 
are now being reduced” “watching inventory require- 
ments more closely and hope to cut inventory about 10%” 

“shortening lead times and commitments; erratic deliv- 
eries by vendors tie money up in inventories which otherwise 
could be assembled and shipped”’ “no major changes and 
no important problems” . “do not carry an extensive in- 
ventory” “fnventory unbalanced because of shortages” 

“no changes planned” . . . “no inventory problems” 
: “inventory substantially normal” . . . “reducing lead 
time to minimum” “no longer buying steel in odd lots 
and large quantities, and insisting on ceilings on escalation 
with the ceiling at today’s prices” “attempting to hold 
our inventory at a closer level through scrutinizing purchases 
more closely.” 


Industrial Machinery—Specialized: Cancellations No 
Problem 
Sales forecast—Second half of 1947 compared with first half 
of 1947: “Probably exceed first-half volume by 10%”. . . 
“sales for first six months of 1946 equal 100%; sales for first 
half 1947 equal 183%; estimate sales for last half at 185%” 
q “Sncrease possibly 10%” . . . “approximately 4% higher 
due to price changes” “level determined by capacity of 
“correspond very closely” “substantially the 
same”... “schedules closed” . . . “no substantial change.” 
Second half of 1947 compared with corresponding period in 
1946: “Up 25%” . “approximately 33% higher, 1814% 
of which due to volume and 1414% to price increases” . . . 
“about 20% greater” . . . “increase approximately 10%” 
_. “1947 as whole down at least 50% from 1946.” 


Customers’ attitudes—‘‘General trend toward conservatism” 
“some slackening in orders’. . . “‘no significant change”’ . 
“more critical of price and delivery” “no change” 
“more normal and conservative buying policy.” 


Cancellations—“‘Few”’ . “unimportant” .. . “many 
orders booked several years ago canceled due largely to pur- 
chase of substitute or competitive product”. . . “‘cancellations 
came last January” “although small, have increased.” 


oxo tetas on books for delivery within next two 
and a half years’ “getting larger” “Teached peak” 
. “stilli increasing” “continue very large” “Temain 
abnormally large” “larger than usual but being reduced” 
“continue large’ * “going down” “caught up.” 


New orders and shipments—‘Not taking new orders” 
“expect more orders than shipments” “new orders will 
equal or exceed shipments” “shipments to exceed new 
orders” “new orders only small fraction of shipments” 
“now shipping immediately.” 


Buying policies and inventory problems—"N' ot placing orders 
so far in advance; unbalanced inventory” “profit largely 
taken up by inventory” “no consequential changes”... 

“slowi ving down buying; need space to store enormous inven- 
tory” . . “inventory very large but still unbalanced”’ . 

“scheduling purchases by months more carefully; inventory 
out of balance” “delaying shipments until materials 
needed because of high inventory” “no change in buying 
policy; necessary to carry larger inventory than normal be- 
cause raw materials still unbalanced” “Testricted buying 
very drastically but too late; will take time to move sub- 
stantial inventory.” 


Machine Tools: Drop in Sales 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “Decline about 15%; sales interfered with by dis- 
posal of government surplus, and by machine tool exhibitions, 

as buyers are waiting to see what improvements they can find 
at the exhibitions” . . . “decline 25%” . . . “25% to 30% 
below” . . . “decline approximately 20%” . “decline ap- 


proximately 10%” “approximately 10% lower” 

“will decline somewhat during next quarter but expect very 
material rise after machine tool show” eee 
the same” “do not. expect any serious change” . . 

“expect no decline” “seasonal increase.” 

Second half of 1947 compared with corresponding period in 
1946: “35% to 50% below”. . . “a little more than 15% 
lower” . . . “approximately the same” “no change” . 
“10% higher. ¥. 


Customers’ attitudes—“More careful in selecting proper 
machines” . “buying on price again; insisting on firm 
prices; buying for release later” “buying on hand-to- 
mouth basis” “have practically given up the idea of 
obtaining requirements from surplus equipment stores and 
are endeavoring to justify purchase of new equipment from 
the manufacturers” “getting more ‘delivery conscious’ 

“no significant ‘change” “more cautious.” 


Cancellations — ‘Increasing, currently as high as 25% of new 


orders” “slightly more” ‘many cancellations on 
orders scheduled for shipment in ten to twelve months” . 

“not serious although there has been an increase”. . . “not 
large” . . . “very few” . . . “none” . “have about dis- 
appeared.” 

Backlogs—‘‘Reduced by more than 40%” “much below 
fair normal level’ . “distinct decrease” “off approxi- 
mately 10%”. . . “declining about 10%” . “have nearly 
vanished”. . . “rapidly being reduced” . : “trend definitely 
down” . . . “decreasing” “approaching near normal 
levels” . . . “no longer have any” “slightly below 
normal.” 


New orders and shipments—‘New orders 25% under ship- 
ments” “shipments to exceed new orders by substantial 
margin”. . . “new orders 10% to 157 less than shipments” 

“shipments in excess of orders”’ “new orders less than 
shipments” . “about equal” “Tun very closely to- 
gether” “new orders low for next quarter with very 
decided increase in the fourth quarter.” 


Buying policies and inventory problems—“Extremely cau- 
tious in placing orders for inventory” “no significant 
change; still plagued by certain unbalanced inventory condi- 
tions due to irregular and extended deliveries by suppliers” 
. . . “not anticipating any important change; as raw materials 
and supplies become more plentiful, will not be obliged to 
carry as heavy inventories” “not necessary to place 
orders for some materials so far in advance; extremely low 
stock of finished items” . . . “endeavoring to limit purchases 
to definite figure each month based on proposed shipments” 

“no thought of changing policy; always careful of inven- — 
tory” . . . “inventories in healthy liquid condition” . . . 
“fnventory never great problem”. . . “problem will be to tie 
in commitments made as much as a year ago with gradual 
reduction of backlog’’. . . “no particular inventory problems.” 


Office Equipment: Buyers More Selective 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “15% increase” “increase of approximately 
15%” . . . “12% above” “greater because production 
just leveling off”. . . “nochange”. . . “slightly less owing to 
vacation period”. . . “selling on quotas”. . . “bookings 20% 
pte: invoices unchanged because of backlog” . “down 
20%.” 

Second half of 1947 coed with corresponding period’in 
1946: “Rise about 20% because sales organization ia 

“up approximately 40% partly owing to 10% 


increase”. . . “increase of approximately 40%”. . . volume 
up 30%; dollar value up 20% additional owing to 20% price 
wage osc “approximately 30% greater, about 10% of it 


owing to increased prices” . . . “new orders down 20%.” 
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pending labor negotiations” . . 


with some tendency to beat prices down by quoting lower 
. “purchasing for actual needs” . . . 
“more shopping around and some tendency to wait to see 
what develops during coming months” . . . “no significant 
change.” 


Cancellations—“TIncreased somewhat but not too serious” 

. “normal” . . . “some cancellations as customers bring 
commitments down to 30-day delivery basis; not enough to 
be serious” ae “very minor” ve “just about constant”. . . 
up’... “no increase” . . . “some owing to curtailments 
and business failures” . . . “mainly cover orders on the books 
for a year or more” . . . “increasing but not yet extensive.” 


Backlogs—‘‘Ahead of prewar” . . .- “large but appear to 
have reached peak”. . . “considerably above normal although 
recently down slightly” . .. “about the same”. . . “probably 
reducing to normal”. . . “operate on an allotment basis”. . . 
“currently three times normal and still rising, but we expect 
a leveling off during the coming six months”. . . “reduced 
considerably due to restricted selling” . . . “far above normal 
levels but being reduced” . . . “recent trend down slightly 
but still large.” 


New orders and shipments—“Shipments ahead of orders by 
a small margin, with sales equal to productive capacity at end 
of six months”. . . “making as many or slightly more units 
than are being sold” . . . “about equal” . . . “practically 
equal”. . . “shipments undoubtedly greater than new orders” 
. “new orders approximately 20% less than shipments” 

. “new orders about 20% below shipments.” 


Buying policies and inventory problems—“No significant 
changes” . . . “no particular problems” . . . “inventories 
being maintained at adequate levels to insure full production 
schedule” . . . “no change in buying policies” . . . “watching 
purchases and inventories carefully and prepared to refuse 
deliveries before time specified. As delivery time decreases, 
dropping lead times” . . . “inventories low compared with 
sales volume; shortages of materials prevent building up suffi- 
cient inventory to keep assembly lines moving at full capacity” 
. . . “no significant changes and no important problems”. . . 
“a, supply of office appliances manufactured at high prices on 
hand; may be a problem in moving these units at a profitable 
price should there be a definite trend downward in prices”. . . 
“‘owing to easing of certain raw materials, now possible to 
depend on suppliers rather than own inventory”. . . “not 
buying ahead as far as several months ago; current inventories 
high but consistent with production.” 


Railroad Equipment: Demand Still Strong 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “Approximately 57% ahead”. . . “nochange”. . . 
“up approximately 12144%,” . . . “operating at capacity so no 
change” .. . “no change”. . . “about equal”. . . “slightly 
reduced.’ 

Second half of 1947 compared with corresponding period in 
1946: “Up approximately 120%, reflecting the first general 
wage increase and the so-called ‘package wage increase’. : . 
“{ncrease approximately 15%” . . . “up about 30% owing 
partly to price increases” . . . “operating at capacity”. . . 
“no change” . . . “in line” . . . “no change.” 


Customers’ attitudes—“Endeavoring to obtain as firm prices 
as possible, even where wage component unknown because of 
. “reduction in quantities” 


. “no significant changes” . . . “much more cautious.” 


Cancellations—‘‘None experienced”. . . 


“none”... “nil” . . . “do not expect any” . . . “‘small.” 
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Customers’ aititudes—‘Definitely tighter buying”. . . “in- Backlogs—‘Highest in history” . . . “gradually dropping, 
creasing percentage of time payments” . . . “no significant although total still large” . . . “greater part of increase above 
changes” . . . “consumer resistance increasing” . . . “inter- normal caused by increased prices” . . . “unchanged”. . . 
ested in quality and value”. . . “shifting to buyers’ market “considerably above normal and trending up” . . . “slightly 


above normal and increasing” . . . “unusually large.” 


New orders and shipments—“Shipments larger than new 
orders” . . . “demand should maintain new order volume” 
. ... “approximately equal’. . . “about the same”... . 
“shipments ahead of new orders.” 


Buying policies and inventory problems—‘‘Wherever possible, 
buying without escalation; inventories still unbalanced” . . . 
“paying more attention to obtaining a balanced inventory but 
still find it necessary to buy most products under escalator ~ 
clauses”. . . “continuing to acquire as much raw material as 
possible to cover our needs” . . . “present inventory level 
slightly lower than a year ago” . . . “expect substantial de- 
cline in inventory owing to better supply of component parts” 

. “no drastic changes planned.” 


OTHER MANUFACTURES 


Chemicals: Less Forward Buying 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “As good” . . . “approximately the same”. . . 
“probably not very different”’. . . “about the same”. . . “an 
increase of about 5%’’ . . . “will rise somewhat, a drop in 
European business being offset by an increase in domestic 
business” . . . “advance about 20%” . . . “increase 12%” 

. “some 10% to 15% ahead” . . . “up about 5%, unad- 
justed for normal seasonal trend; on a seasonally adjusted 
basis, approximately 15%.” 

Second half of 1947 compared with corresponding period in 
1946: ‘About 40% above, partly resulting from introduction 
of a new product”. . . “approximately 33-1/3% ahead; about 
20% resulting from price changes” . . . “up somewhat more 
than 5%”. . . “advance about 30%” . . . “increase about 
20%; eliminating price changes, increase about 10%” . . . 
“increase about 25%” . . . “about 20% above”. . . “down 
from 5% to 10%.” 

Customers’ attitudes—““No change”. . . “order pretty much 
for current needs” . . . “growing more conservative; moving - 
toward a hand-to-mouth policy and not building up inven- 
tories” . . . “buying more carefully, less forward buying”. . . 
“no significant changes” . . . “becoming very price conscious 
and buying hard; pitting one supplier against another in order 
to obtain price concessions, but most reputable suppliers are 
not giving ground under this sort of pressure” . . . “buying 
continues firm” . . . “exercising greater caution, and have 
recently been buying on a hand-to-mouth basis” . . . “inclined 
to continue buying to reestablish at least minimum working 
inventories” . . . “trying to reduce stocks and to pass the 
burden of inventory accumulation back to the manufacturer”’ 

. “pretty careful buying seems to be the order of the day.” 


Cancellations—‘‘None; in some rare cases, a little slowing 
up in orders”. . . “not many”. . . “not many received, but 
orders placed are for smaller quantities” . . . “few”... 
“most of our output sold on yearly contract, not subject to 
cancellation” ... . “no more than normal”. . . “those that 
have occurred have resulted largely from plant shutdowns for 
vacation purposes, which is somewhat characteristic of this 
season” . . . “haye not been bothersome” . . . “for trade- 
mark and consumer goods, cancellations and returns quite 
heavy.” 

Backlogs—““Have none. We have been turning down busi- 
ness”... “about normal”. . . “abnormally large, although 
we have recently commenced to whittle them down”. . . “have 
largely disappeared” . . . “normal” . . . “have dropped to 
normal, ten to twenty days’ orders” . . . “continue to hold 
up”. . . “havediminished recently”. . . “have been catching 
up and are now at approximately normal levels” . . . “became 
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‘normal’ during the summer of 1946, and remain at a near 
normal level.” 


New orders and shipments—‘Do not permit backlogs to ac- 
cumulate, so ship on receipt of accepted orders” . . . “ship- 
ments during the last two months greater in value than new 
orders received” . “compare closely” . . . “new orders 
should exceed shipments” “shipments will be kept fairly 
well up to orders, so that all deliveries will be made on a cur- 
rent basis” “new orders should compare favorably with 
shipments.” 


Buying policies and inventory problems—“We take what we 
can get when we can get it. Consequently some inventories 
are higher than we desire them” “‘we no longer leave open 
orders for unlimited quantities with our suppliers. We are 
trying to operate as near as possible to a sixty-day inventory 
basis” . . . “limiting the volume of our purchases to fit our 
conservative estimates of future sales” . . . “have tended more 
and more to a hand-to-mouth basis. We are, however, willing 
to carry larger-than-normal inventories where the supply is 
currently adequate, but there is a hazard of interruption of 
supply from strikes, and where other industries have developed 
new uses for the materials during the war, and their require- 
ments are unlikely to be fully satisfied in the near future” 

“no significant changes” “‘geared to current require- 
ments. Some shortages still exist.” 


Paper and Products: Sales Controlled 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “Up about 15% owing to price increases and a rise 
in production” “‘an increase of 6% to 7% resulting from 
expanded capacity and introduction of a new product” 
“approximately 5% more owing almost entirely to price in- 
creases”’ “about 5% greater” “equal or greater” 
“greater” “about the same; price increases offsetting 
volume declines” . . . “no change” “not much change” 
.. . “down 5% to 10%”. . . “‘a decrease up to 10% caused 
by shortages of raw materials” . “down about 10%”. . 
“a drop of about 20%.” 

Second half of 1947 compared with corresponding period in 
1946: “Up 357% as a result of price increases and an increase 
in production” “approximately 2714% higher” 
“40% ahead’ “greater” ... no change”. . . “from 
20% to 30% greater” . “about 18% higher” . . . “unfair 
comparison because about half our plants on strike in 1946” 

“a rise of approximately 5%”. . . oe about 10%.” 


Customers’ attitudes—“More cautious” “no significant 
“gee “greater hesitancy about future commitments” 

. “looking more carefully for quality” “more quality 
conscious” “not so much pressure for immediate deliver- 
ies”. . . “no significant changes” “beginning to appreci- 
ate quality and making more complaints” . “‘more cautious 
as to inventories and purchase commitments; apparently re- 
ducing inventories generally” . . . “tendency of buyers to hedge 
against requirements but duplicate orders decreasing” 

“resistance to high price lines” . “definitely more cautious 
as a result of resistance to high prices, fear of low-quality 
inventory and some softening in demand” . . . “making 
inventory adjustments.” 


Cancellations—“None” . “do not Habe ng any” 
“no substantial experience” “virtually none”. . . “none, 
since we do not accept orders for ‘delivery beyond our quarterly 


allocations” “none as yet” “accept orders only for 
ninety-day delivery, so no cancellations” “no significant 
trend” . . . “some postponements, but as yet no definite 


trend toward cancellations” “Telatively few, owing to 
quota - limitations” “scattered, but not yet significant” 
“none, but some temporary deferments.” 


Backlogs—“Continue large” “none, because produc- 
tion allocated” . . . “have none”... “have been maintained 


at a consistent level for several years” “not accepting 
orders beyong tonnage covered by allotments” “down 
about 10% but still larger than normal”. . . “no change” . ve 
“as large as ever” “lower but still ‘considerably above 
normal” . “decreasing, am eoueary still too large for comfort” 
“definite downward trend” “diminishing” . . 
“decreasing gradually, but still more than two and a half 
times prewar.’ 
New orders and shipments—‘No falling off in new orders” 
“goods allocated” . “demand continues in excess of 
supp ply * “about balanced because of controls”. . . “new 
pe S| within 10% of shipments” § ‘controlling orders” 
. . “shipments ahead of bookings” . . “incoming orders 
fairly close to production schedules, but expect some decline” 
. . “orders in excess of productive facilities” . . . “new 
orders 60% to 70% of shipments.” 


Buying policies and inventory problems—“Trying to avoid 
escalator clauses in heavy machinery purchases” j 
“watching closely all important materials and supplies” . 
“arranging commitments to balance inventories and reduce 
unnecessary inventories to a normal relationship with produc- 
tion; transportation problem a major one in inventory policy” 


Textiles: Customers More Selective 


Sales forecast—Second half of 1947 compared with first half 
of 1947: “At least 35% greater, as sales of all soft goods 
dropped sharply in first half” . . . “up 20%, ers! owing 
to seasonal rise; in physical units, a decrease” . . . “volume 
up slightly; some possibility of a price decline” . “about 
even, with any reduction in price offset by increased produc- 
tion” . . . “comparable” “about the same”... “ 
about 20%, owing to market seeking a competitive level” . 

“a decline, owing to price changes and fewer orders” . . 
“25% lower, owing to a reduction in physical volume because 
of vacation periods and elimination of overtime and a drop in 
the price of raw cotton.” 

Second half of 1947 compared with corresponding rae in 
1946: “Up about 20%, owing pa, to higher prices” 

“about the same”’ . “down” . “20% lower.” 

Customers’ attitudes—“Have coiaed forward buying” 

“making strenuous efforts to reduce inventories” . . . “more 
selective” “mereasing reluctance to make forward com- 
mitments and a greater degree of selectivity” . . . “no signifi- 
cant changes”. . . “more selective buying of quality merchan- 
dise” . . . “trying to buy cheaper” . “buying little.” 

Cancellations—“Some, but not serious” . . . “practically 
none”. . . “none” “negligible” “some disposition 
on the part of certain buyers to avoid living up to purchase 
contracts” “some requests for cancellations, but only 
accepted where we are at fault owing to quality or late 
delivery.” 

Backlogs—‘“‘Almost none”. . . “dropping, but still higher 
than normal’. . . “definite decline”. . . “little recent change 
generally, but some ‘soft spots’ ” . “still allotting goods” 
. . . “still considerably higher than normal” . “extremely 
low” . “dropping recently and currently below normal” 

. “down, but still larger than normal.” 


oN ew orders and shipments—“New orders close, to shipments” f 
sae “about equal as goods alloca E “about eq’ 
. . . “about on a par.’ 


Buying policies and inventory problems—“In cotton yarn, 
covering ourselves for shorter periods; rayon still so scarce, 
buying almost any quantities offered” . “operating on as 
thin inventories as possible; faced with important inventory 
problem since prices of our raw materials are very high” . 

“only purchasing supplies necessary to assure adequate flow 
of finished products” . . . “no significant changes” . . . 

“owing to shortages of our raw materials, our main problem 
is to obtain sufficient quantities.” 
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